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U.S. Policy in Germany 


WESTERN EUROPE REGAINING STABILITY 
By GEN. LUCIUS D. CLAY, American Military Governor in Germany 
Delivered at the Alfred E. Smith Memorial Foundation Dinner, New York, N. Y., October 21, 1948 


HILE I am honored indeed in being with you to- 

night, I assure you that I have come with some mis- 

givings and with real humility. I must confess that 
this is my first public appearance of this kind. However, I 
nave accepted because it seemed to me that to refuse, if it 
were humanly possible for me to be here, would have been 
in violation of the respect in which I hold two great Ameri- 
cans: the late Gov. Alfred E. Smith, who demonstrated in 
this state that government by the people could maintain high 
efiiciency and at the same time serve the interests of all the 
people; and Cardinal Spellman, who among his many activi- 
ties for the good of America has still given of his time and 
effort to the success of the Alfred E. Smith Foundation. 

Governor Smith if alive today would not only be under- 
standing of our problem in Germany but I am confident 
especially sympathetic with our efforts to rebuild a German 
government founded on a constitution which would insure it 
being a government of the German people. What we are 
doing today in Germany is indeed an experiment in history— 
this effort to establish a democratic government under an oc- 
cupation—but it is an experiment which must succeed. There 
can be no other solution. 

Much has been said of our policy in Germany to prove 
that it is inconsistent. It is difficult to understand how, on 
the one hand, you can disarm Germany, reduce its industrial 
potential largely through the removal of surplus capacity 
built up for war; punish its Nazi leaders and those who 
assisted them to gain power and wage aggressive war; while, 
on the other hand, you encourage the growth of German 
government from the village to the nation which is respon- 
sible to the German people, thus placing rapidly in their 
hands, their own future. 

However, a considered analysis will show that there are 
no real inconsistencies in such a policy unless parts of the 
policy have been over-emphasized by those of us responsible 
for its execution. 





Hap to Remove War INbDUsSTRY 


Germany had to be disarmed, and that part of its in- 
dustry which had been built up to support aggressive war 
had to be removed. Its large combines had to be disbanded 
into smaller units more responsive to their local surround- 
ings not merely because they were large but because they 
had used their power internally and externally to foster the 
growth of nazism. Otherwise the fears of Germany’s neigh- 
bors would insure their reluctance to accept a recovered 
Germany as a free nation with its heart in the West. 


If we desired democratic leadership in Germany then the 
Nazi leaders and those who carefully evaded entering their 
names on party rolls but gave their financial and moral 
support to the Nazi leaders had to be removed from public 
life. For more than twelve years they had prevented the 
emergence and development of new leaders from the ranks. 
They now must be kept out of the way so that the German 
people may find that they have within their ranks those 
qualified to lead Germany back to a self-sustaining economy 
and to a peaceful existence. This is the way to peace in 
Europe. This is the way in which a new Germany may 
yet be received back in the family of nations devoted to the 
preservation of freedom. 


This broad policy was supposedly the basis upon which 
the four occupying powers would govern the whole of 
Germany until a German government could be established. 
General Eisenhower and I entered into this quadripartite 
government with hope in our hearts and with determina- 
tion to make it succeed. We made every effort to gain the 
friendship of our Soviet colleagues and to dispel their sus- 
picions. 

If quadripartite government in Germany could be suc- 
cessful, it required close cooperation among all four occu- 
pying powers. It was our intent to do all within our power 
to secure cooperation. Unfortunately our efforts were of 
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no avail. We learned all too soon that one of these four 
powers had a concept of the term “democracy” which can 
be described only as totalitarianism, the rule of a single 
party. 

We also found very soon that capital reparations in the 
form of plants to be removed from Germany as agreed at 
Potsdam did not satisfy the Soviet Government. This was 
understandable. Its war damage had been heavy. Its peo- 
ple had suffered greatly. However, our desire for friend- 
ship was real, and perhaps a way to assist the Soviet Gov- 
ernment could have been found. The way did not lie in 
permitting the production of Germany, then far below 
Germany’s minimum needs, being directed to meet Soviet 
requirements at the same time that with unparalleled gener- 
osity we were contributing large sums of money to procure 
the food necessary to keep the people of Germany alive and 
to make production possible. 


Reviews Ministers’ MEETINGS 


Our failures to reach a common understanding in Berlin 
were discussed at several meetings of the Council of For- 
eign Ministers. At these meetings, first Secretary Byrnes 
and then Secretary Marshall, with almost superhuman 
patience, listened hour after hour to Soviet tirades, because 
they were seeking an understanding which could lead to 
peace in Europe. 

While these meetings were in session, Communist parties 
not only in Germany but wherever they had been able to 
secure footings were endeavoring to tear down established 
government and to prevent economic and political recovery 
which would have facilitated the desire of people every- 
where for freedom. Finally, at London in December, 1947, 
it became evident that it was not then possible to obtain 
an agreement for a unified Germany in terms which would 
insure a freely elected democratic and decentralized gov- 
ernment, and the Council of Foreign Ministers adjourned 
without setting a date for a further meeting. 

For some months prior to this meeting of the Council of 
Foreign Ministers, it had become increasingly apparent that 
the economic unification of the three Western zones of 
Germany was essential if these zones were to recover rap- 
idly and soundly. It also seemed apparent that the eco- 
nomic recovery which was needed not only in the interests 
of Germany but also in the interests of all Europe could 
be expected to proceed more surely under a large measure 
of German political responsibility than under the arbitrary 
rule of occupying powers, no matter how justly that rule 
was applied. Also long-delayed measures such as currency 
and tax reforms which had been planned for all of Ger- 
many had been stopped for many months by Soviet veto. 
These measures were essential to recovery in the Western 
zones. 

Moreover, the United States had already announced its 
willingness to assist in financing European recovery. Un- 
selfishly, this plan had been offered to all of Europe. Of 
course, it was rejected by the Soviet Government, which 
also used its strength to align its satellites in opposition to 
the program. Thus, clearly had been demonstrated the 
true opposition of the Soviet Government and the Com- 
munist party to economic recovery in Europe. They knew 
that with the return of economic security the desire for 
freedom would make totalitarianism impossible. 

The success of this European recovery plan depended in 
substantial part on recovery in Germany. Much of the idle 
capacity for production remaining in Europe was in Ger- 
many, and without the restoration of trade between Ger- 
many and its neighbors, a normal economy in Europe was 
impossible. When the Soviet Government and its satel- 





lites rejected our aid, there remained to participate in the 
recovery program the free countries of Europe. Germany, 
economically, belonged to this group. It was impossible for 
all of Germany to be brought into the European recovery 
program. 

For these reasons, the decision was made to bring the 
three zones of Western Germany into the organization for 
European recovery, and to unify these three zones as soon 
as possible so that they could recover under the leadership 
of their own representatives. If we desired to recreate a 
democratic Germany, and this was our declared intention, 
we had now to start the process. We had to give Western 
Germany the opportunity to establish its own government 
under a constitution approved and accepted by its people. 


Expectep Rapip REACTION 


It was expected that Soviet reaction would be immedi- 
ate. The almost certain rapid economic recovery in West- 
ern Germany would prevent the chaos and confusion on 
which totalitarianism depends, and which might make pos- 
sible a police state in Germany. 

Moreover, the desire of the peoples of Western Europe 
to support governments of their own choice was gaining 
everywhere. Stimulated by the promise of economic as- 
sistance from the United States, the victories of free parties 
in elections throughout Western Europe proved that com- 
munism had reached its high tide and was receding. Only 
by the re-creation of fear could this recession be stopped. 
The logical place to apply fear was in Berlin which, by 
virtue of its location in the heart of the Soviet zone, could 
be reached by land and water only by passage through the 
Soviet zone. 

The Soviet Government deliberately picked Berlin as the 
place to apply pressure to check the political and economic 
recovery of the free countries of Europe. If the Western 
Allies could be forced from Berlin, then indeed the im- 
pression would be created that they could be forced out 
elsewhere. The voices of freedom would become weak and 
lose their strength through fear. 

Soviet planners knew that our reserve stocks in Berlin 
were low. They believed that with rail and highway and 
canals all closed, these stocks would quickly disappear. To 
avoid the starvation of the Berlin population under our re- 
sponsibility, we would have no choice but to give up Berlin. 

However, the Soviet planners failed to recognize our 
strength in the air. They did not understand the determi- 
nation of the Western Allies to fulfill their obligation to 
the peoples under their charge. They did not reckon with 
the will of several million Germans in Berlin to resist being 
placed under a police state. 

Berlin had known this type of government for twelve 
years. However, in three and one-half years they had 
learned that there were freedoms still remaining in the 
world; that there were great countries who: still knew 
that freedom could survive. Berlin made its choice. It 
wanted no part of Communist-imposed rule and, with great 
courage, its people and their leaders showed their determi- 
nation to stand firm ‘and to maintain their freedom, even 
if to do so brought great economic loss and severe physical 
hardships. 

Thus, we started the airlift to Berlin as a demonstra- 
tion of the will of the Western Allies to hold their right- 
fully earned position in Berlin and to keep alive and free 
the people of Berlin for whom they were responsible. 


AIRLIFT A Precise OPERATION 


The airlift to Berlin is not a makeshift operation. It is 
a well organized, efficient and precisely timed operation 
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which can provide the minimum essentials for the people 
of Berlin indefinitely. It has made the Soviet attempt to 
blockade only an attempt. Our airmen (and when I say 
our airmen, I include their British comrades) who fly the 
lift, our airmen who service the planes, our soldiers, our 
civilians, and the many thousands of Germans who bring 
the supplies to the lift, are working in a team of high efh- 
ciency. They are entitled to be proud of their accomplish- 
ments. ' They have not wavered in bad weather: nor in the 
face of contemptible threats. They will not waver until 
there is no longer need for their services. 

It is true that the airlift is expensive in terms of dollars. 
Measured in terms of prestige, measured in the courage 
which it has brought to millions of people who desire free- 
dom, measured indeed in comparison to our expenditures 
for European assistance and to our expenditures for na- 
tional defense, its cost is insignificant. It can, it must, be 
continued until there is a stability in Europe which assures 
peace. 

Meantime, Europe is regaining stability. Particularly in 
western Germany, which was far behind the rest of Europe, 
is this now apparent. Production in the four months since 
currency reform has increased by more than 35 per cent. 
Steel has risen from a rate of two-and-a-half million to 
seven million tons per year; coal from the Ruhr has risen 
from 275,000 to more than 300,000 tons per day. Every- 
where labor and management have new hope, and soon 
Germany's recovery will be felt in filling the trade vacuum 
which has existed in Western Europe. 

Concurrently, adequate safeguards are being established 
to prevent a regrowth of military strength so that a revived 
Germany may be accepted and perhaps even welcomed by 
the free countries of Europe without fear of future aggres- 
#10Nn. 

With the return of economic stability now under way 
comes political stability. With both political and economic 
stability comes the ability of the proud people of the free 
countries of Europe who value their freedoms, to defend 
their freedoms. When this comes, no government will be 
able to implant its will upon the peoples of Europe, and 
throughout Europe, one by one, governments which repre- 
sent small groups who have obtained control by threat of 
external force, will be replaced by governments elected by 
and responsible to the people governed. When that time 
comes, and only when that time comes, can peace be certain. 





United States and the United Nations 


PROCEED WITH PATIENCE, CONFIDENCE AND REALISM 


Stresses Our Goop-WILL 


Again and again, we have demonstrated our good-will 
to meet in conference and to try to find solutions to the 
problems which threaten the return of stability. Such solu- 
tions are possible to find in reasoned argument when there 
is mutual desire. Certainly, our statesmen, despite many 
rebuffs, are prepared always to meet to consider these prob- 
lems when there is hope for success in meetings free from 
an atmosphere of coercion. If such meetings could solve 
the interim problems, the return to stability and lasting 
peace could be expedited. 

However, until stability is assured, we must be steadfast 
in our determination to keep the peace, unless others seek 
to destroy it by aggressive action against those who do not 
have the power to resist. To do this is to avoid war; not 
to make war. The strong can be patient, and we are strong. 

It is not my lot as a soldier to make war or to create 
the incident which may lead to war. I am proud of the 
forces which I command in Germany because I know that 
they have high discipline, sense of purpose, and can be 
depended upon to take no hasty action. At the same time, 
they stand firm in position as the evidence of the sincere 
belief of the American people in freedom, and of their 
readiness once again if necessary to prevent free people from 
being trampled down by aggressive forces. 

There is no easy road to lasting peace. It cannot come 
overnight. Nor can it be obtained by written agreements 
left to be interpreted by each participant in his own way. 
It can only come about when the free peoples of the world 
are strong and thus able to defend their own freedoms; and 
that day is approaching rapidly. 

Certainly never in the past, and perhaps never again in 
the future, will the responsibility of America to preserve 
the beliefs it holds most dear be as great and as difficult to 
exercise as today. However, with wisdom and with unity 
rare in our history among major parties and national lead- 
ers, our determination is becoming clear to all the world. 
It is providing courage and faith for those who now have 
freedom, to hold it dearly, and for those who do not now 
have it to keep alive the desire in their hearts. 

We live today in a troubled world not of our own mak- 
ing. We can be proud as a people of our integrity of pur- 
pose to preserve freedom, of our willingness to give of our 
strength and resources to bring about the stability which 
may make a long peace possible. 


By GEORGE F. KENNAN, Director, Policy Planning Staff, 
United States Department of State, Washington, D. C. 


HOSE of us who have occasion to discuss foreign 

affairs from time to time with interested groups of 

Americans continue to be asked a great many questions 
about this Government's attitude toward the United Na- 
tions. These questions reveal not only a deep preoccupation 
with this subject but in many cases a considerable degree 
of bewilderment and confusion about it. 

Why should this be? After all, there is no mystery about 
all this. The basic facts are simple. They have been set 
forth clearly and authoritatively on many occasions. Secre- 
tary Marshall stated them last spring before the Foreign 
Affairs Committee of the House of Representatives. Senator 





Delivered at the Herald Tribune Forum, New York, N. Y., October 20, 1948 


Vandenberg stated them more recently, in several passages 
of his remarkable Freedom House speech. 

They are substantially these: Three and a half years 
ago, during the final phases of the recent war, this country 
decided to join in the establishment of a world organization 
devoted to the preservation of peace and the enrichment of 
international life. 

It was clear to everyone at that time that such an organ- 
ization could not be asked to make the peace which was 
to follow the war; much less to enforce a peace which had 
not yet been made. 

It was clear that its full effectiveness would rest on the 
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ability of the great powers to agree among themselves on 
a peace settlement and to retain some basic unity of ap- 
proach in the post-war period. 


It was clear that even outside the question of interna- 
tional security, in all those myriads of other questions which 
normally have nothing to do with the problems of peace and 
war, an international organization could develop its full 
usefulness only if the world community could be relieved 
of the worst of those fears and tensions with which it had 
so long been plagued. 


Three years have now passed, but these things have not 
yet happened. It has not yet been possible for the great 
powers to agree on a peace settlement. The international 
atmosphere has continued to be dominated by the most 
serious fears and tensions. 


The world organization has therefore not had the oppor- 
tunity to develop its full effectiveness, and will not have 
such opportunity until the basic causes of international 
unrest have been removed. 

This is not the fault of the organization itself, or of 
the idea behind it. It is the fault of the conditions under 
which it has been forced to operate. 


In these circumstances, it is the aim, and I think the 
duty, of this Government to proceed with patience and con- 
fidence—but also with realism—in matters involving the 
United Nations; to show itself a true friend and a power- 
ful friend of the organization; to nurture it through these 
trying times of darkness and uncertainty, taking care neither 
to weaken it through neglect nor to break its back by over- 
loading it with tasks beyond its capacities; and in this way 
to preserve its existence and its hope for that better day 
when a world relieved of the nightmare of fear can settle 
down, as the great majority of human beings yearn to have 
it do, to the relatively happy tasks—of reconstruction and 
development. 

If today -many people are still unable to understand this 
simple sequence of thought and action, it seems to me that 
perhaps their difficulty lies in a misunderstanding not so 
much about what the present United Nations should be 
expected to do but rather about what any international 
organization could be expected to do. 


It should be helpful to such people to understand that 
security is not something which can be suddenly bestowed 
upon the international community by any set of contractual 
relationships between its individual members. It is not 
something which can be brought in from without—it must 
come from within. It must be a reflection of the attitudes 
and aspirations by which the members of that community 
live. 


Human institutions are only what men make of them. 
International organization is no exception. It is only the 
product, and the vehicle, of many national policies. It has 
no magic of its own. 


The Charter of the United Nations represents a code 
of international conduct which all its members have agreed 
to observe. It does not in itself provide, nor was it in- 
tended to provide, solutions for the differences which exist 
between nations. It does provide certain standards to guide 
international conduct, and certain mechanisms through 
which, in accordance with these standards, disputes and 
differences may be regulated. 


The will to peace, when it is more than an affectation, is 
the will to tolerance and self-restraint and accommodation 
in international life. Where it exists, and insofar as it exists, 
international organization can provide the means through 
which it may be translated into action. 


But where this will is lacking, no international organiza- 
tion can replace it. When any important segment of the 
international community is ignorant or incredulous of its 
stake in the freedom and well-being of the community as 
a whole, and contemptuous of the ensuing responsibilities, 
then not even the most perfect legal system can bring se- 
curity to the world. 

For the preservation of peace is more than just absten- 
tion from war. It is the active and sincere cultivation of 
the peaceful association bv ween nations. It is the conscious, 
systematic encouragement of every form of peaceful contact 
between peoples to the end that the prejudices and pro- 
vincialisms and asperities of international life may gradu- 
ally wear away and the concept of a world community 
thrust roots into the minds of men. Without the develop- 
ment of this peaceful and free association, between indi- 
viduals as well as between governments, peace can never 
be anything more than a flimsy and precarious respite from 
violence. Let this be pondered by those who profess to 
reconcile a devotion to the cause of peace with the sealing 
off of international frontiers, the punishment of individuals 
for association with foreigners, and the fanning of interna- 
tional suspicions for the furtherance of selfish political aims. 

It would be easy for us here, this evening, to lull our- 
selves into a sense of complacency by repeating those gen- 
eralities which have been uttered so often in connection 
with the United Nations. 

But words and high resolves alone will not help us. Ours 
is too harsh a time for abstractions. If we mean business, 
when we speak of our determination to make the United 
Nations work, we must remember that we have before us 
a task as difficult and as arduous as any that this country 
has ever tackled in peace or in war. If this is really our 
purpose, then we must see to it that the realities of inter- 
national life are so shaped and so aligned that they speak 
for themselves with an eloquence greater than words— 
that they convince the skeptical, as words have thus far 
failed to do, that the road of international collaboration is 
after all the fastest, the most practical, and the safest of the 
paths of national policy. And where people are not open to 
argument on considerations of the common good, then they 
must be shown that this same conclusion flows even from 
the narrowest and most embittered sense of self-interest, 
which it does. 

This is the job we have to do. 

It is not, in reality, a new task, or one that lies only 
before us. We have already been deeply engaged in it for a 
long time. 

And it is not our task alone. It is a responsibility which 
we share with the other peace-loving nations of the world. 
It is entirely fallacious to regard the differences which now 
separate the United States and the Soviet Union merely 
as a struggle between those two powers. The conflict which 
exists inside the United Nations is not a conflict between 
the United States and the U.S.S.R. It is a conflict between 
the majority of the U.N. members, acting in support of the 
Charter, and a group of governments who refuse to abide 
by its provisions or to recognize the over-riding interna- 
tional obligation which the Charter constitutes. 

We have now reached one of the most complicated and 
delicate phases of this long and difficult effort. We have 
been compelled to place before the United Nations a mat- 
ter of great seriousness which it had proven impossible to 
compose by peaceful means outside of the United Nations. 
We were aware that this would constitute a severe test of 
the organization, and one which we would have preferred 
to have spared it. But we had no alternatives other than 
to meet the threat of force with action in order to break 
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the blockade of Berlin, or to do nothing at all and thus per- 
mit this threatening situation to develop in an ominous 
silence and uncertainty, conducive to every sort of alarmist 
speculation and hysteria. 

This is a situation which is easy neither for us nor for 
our friends. It is going to take all we can bring to it in 
the way of steadiness and understanding and mutual con- 
fidence. But we must always understand that on the suc- 
cessful resolution of it there hangs more than the removal 
of restrictions on the supply of a single city; there hangs 
the removal of one more great obstacle on the road to a 
world in which international organization can really func- 
tion. 


Many of you will remember the words of Socrates, in 
the Dialogues of Plato: 


“Until philosophers are kings, or the kings and princes 
of this world have the spirit and power of philosophy, 
and political greatness and wisdom meet in one, and those 
commoner natures who pursue either to the exclusion of 
the other are compelled to stand aside, cities will never 
have rest from their evils,—no, nor the human race, as 


I believe,—and then only will this our State have a pos- 
sibility of life and behold the light of day.” 


Plato’s state was the structure of his dreams—of his 
imagination. We are more fortunate: the United Nations 
already has the reality of physical existence. 

But the two concepts have much in common. Both are 
patterns for the future. Both aim at the organization of 
human life, within the limits of the known world of their 
day, in a manner consistent with the dignity of man and in 
a framework broad enough to give scope for his possibilities. 

In both cases, the impediments to realization are plain, 
and the nature of the challenge flows clearly from them. 
Some way or other, we must find means to bring wisdom 
at least in the sense of an enlightened self-interest to those 
whose thoughts are today oriented solely to the pursuit of 
political greatness in the form of world dominion. For it 
is imperative that the peace-loving peoples of the world 
should be permitted to get on at-least with this business of 
the development of international association for which the 
conditions of life in our time cry out so urgently and which 
have been so long delayed. 


Politics and Trade 


VALUE OF RECIPROCAL TRADE AGREEMENT 
By ALBEN W. BARKLEY, U. 8S. Senator from Kentucky, Vice-President-elect of the United States 
Delivered before The Executives’ Club of Chicago, Chicago, Illinois, October 29, 1948 


R. PRESIDENT and Fellow Democrats: If not in 
the partisan sense, in the real broad sense of what 
democracy means. Now, I am very greatly compli- 

mented by the invitation to appear here for the third time 
to address this great Executives' Club. It indicates either 
your approval of my previous performances or a great 
patience on your part. Nevertheless, | am glad to be here 
because I recognize that it is one of the great representative 
clubs, not only of Chicago, but of the United States. And 
it is sometimes a relief to stand before an organization of 
business and professional men with the realization that noth- 
ing you say is going to arouse any rabble. 

I realize that I am speaking before a club made up of 
Democrats and Republicans. I do not know which is in the 
preponderance. Of course, you know what my wishes are 
in regard to that, but if there are any Republicans here who 
feel compelled to vote against me next Tuesday, I want to 
say that your courtesy to me takes out all the sting. 

When I received a telegram from Mr. Corbett asking me 
what I would talk about today, I replied that 1 would talk 
about politics and trade. I realize that subject, like charity, 
may cover a multitude of sins and I realize also, that some- 
times the platforms of political parties do the same. After 
the adjournment of the Republican Convention in Philadel- 
phia last summer, Henry Cabot Lodge, who was a Chair- 
man of the Republican Platform Committee, announced 
that the Republican platform was like a tent—big enough 
for anybody to get under—or, like the old description of the 
Mother Hubbards in Kentucky, it covered everything and 
touched nothing. 

But | do want to address you today about a matter that 
has beth political and economic implications. There is an 
inseparable connection between politics and economics. Poli- 
tics is defined as the science of government and, therefore, 
every man who is a politician ought to be a man who is 


versed in the science of government. That isn’t always true. 
But, theoretically, it is. 

Economics, on the other hand, is defined as the science of 
production, distribution and use of the things that man 
makes for the advancement of his welfare and his enjoyment. 
Very often, as you know, not only in this country, but in 
nearly every country in the world, the kind of political gov- 
ernment they have made determines the sort of economics 
they may have. A wise, just and far-sighted political gov- 
ernment in any country may advance the economic condi- 
tions of the people; it may fortify their effort to put their 
economy on a sound, solid basis and, reversely, economic 
conditions in any country may determine the sort of politi- 
cal government they may have. And that is true in the 
United States as well as it is anywhere else. 

The economic conditions of the people, their prosperity 
or lack of it, their satisfaction with their individual welfare 
and their combined welfare as a people very often determines 
the politics of the country in every country of the world 
and it is particularly true in the United States. 

I suppose that the great victory of 1932 in behalf of the 
Democratic Party and President Roosevelt can be attributed 
considerably to the economic conditions of the American 
people at that time. The same was true even in 1912 when 
Woodrow Wilson was elected President and it has been true 
in former times in regard to the Republican Party. As a boy, 
I remember the shibboleth of the Republican Party, which 
was “a full dinner pail” and was a sort of synonym of pros- 
perity, of full employment and all of that. And, based upon 
the historic record that the people when satisfied with their 
economic conditions have voted for the party in power, we 
ought not to have any misgivings about what will happen 
next Tuesday in this country. Whether there will be a 
reversal of that ancient political aphorism that people vote 
according to their economic conditions, I will report to you 
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after next Tuesday. I have no advance information on it, 
although I am hopeful. 


TARIFFS AND INTERNATIONAL TRADE 


But I want to talk to you about politics and economics in 
the sense that all of us are concerned about. Businessmen and 
manufacturers, professional men and laboring men are con- 
cerned about not only our domestic economic conditions 
which may be pattzrned somewhat after a more expanded 
view of our economic relationships with other nations of 
the world and that relates to the trade end of my subject 
today. 

Between the two World Wars, during the twelve years 
of the Harding and Coolidge and Hoover administrations— 
and I mention them not in any disrespect, but simply to 
identify the period—there were three progressive measures 
enacted by the Congress which had a great effect upon our 
domestic and international economic situation. Each one of 
those bills progressively increased the tariff duties on im- 
ports into the United States on the theory that no matter 
what was the matter with this country, no matter what 
its economic or political conditions might be or its weak- 
nesses, the only remedy or the real remedy for prosperity 
or the lack of it in this country was to raise the tariff higher 
and higher every time they tinkered with it. So that, in 
1922, soon after World War No. 1, a great increase was 
made in the duties levied upon imports into the United 
States. 

Well, that didn’t seem to be quite satisfactory. It did not 
bring the millenium which was predicted for it, so that two 
or three years later, they passed another Tariff Act which 
increased the rates still more upon imports into the United 
States. 

Then, the climax, the culmination of this policy, came 
about in 1930 when the Smoot-Hawley Tarifi Law was 
enacted by the Congress of the United States. I happened 
to be a member of the Senate at the time and a member 
of the Finance Committee and I had a good opportunity to 
observe the methods of tariff-making which were at least 
archaic and so described. For, after all, tariff duties which 
affect international trade are really more economic than 
they are politic. 

Appeals have been made always to the local communities 
and individual manufacturers in behalf of a policy of con- 
stantly rising tariffs in order to keep out imports from the 
United States. And no more truthful statement was ever 
made than that made by General Hancock when he said, 
“The tariff is a local issue.” 

But in 1930 the Smoot-Hawley Tariff Law, the highest 
ever enacted in the history of the United States, was passed 
by the Congress. It was a log-rolling, back-scratching, 
horse-swapping proposition from beginning to end. I have 
said and I repeat here (I was a member of the Committee 
on Finance) that there was so much log-rolling in con- 
nection with the passage of that bill that you could see the 
logs roll down the middle aisle of the Senate; and there was 
so much back-scratching that you could almost see the blood 
trickling down the spines of the members of the Senate who 
were engaged in that ancient pastime of scratching one an- 
other’s backs in regard to tariff rates; and there was so 
much horse-swapping, you could hear the horses neighing 
out in the corridors of the Senate. 

And I recall that on the date when that bill passed the 
Senate, Senator James E. Watson, who was the Republican 
leader of the Senate and a very dear friend of mine per- 
sonally, (our friendships in the Senate and in the House are 
not circumscribed by political divisions; the main aisle does 
not separate men in regard to their personal friendships— 





Senator Watson, during all the days of his entire service 
and until the day of his death, and I were the warmest 
personal friends) Senator Watson made the statement on 
the day that the Smoot-Hawley Bill became a law that 
within sixty days the American people would be on their 
way to the greatest prosperity in the history of the nation. 
Unfortunately, that prediction did not become true. 


Harm oF Economic ISOLATION 


Because of these progressive measures, we became a sort 
of economic isolationist nation, almost announcing that we 
need not trade with the world, that we were self-sufficient 
and that it made no difference whether anybody bought any- 
thing from us or sold anything to us, forgetting the fact 
that from time immemorial 10 per cent of the produce of 
American factories and fields found their markets in other 
nations and forgetting the fact also that international com- 
merce is not a one-way street. You cannot sell your own 
products to others unless you buy something from them and 
so we undertook to establish a sort of airtight and water- 
tight compartment in the United States, insulated against 
trade with other nations. 

By our example, or in their own self-defense, other nations 
followed the same pattern and we found the whole world 
separated into these watertight, tradetight compartments. 
This contributed materially to the worldwide depression 
that came about following 1930 and up until 1932 and not 
only to that, but to the friction, the misunderstandings and 
the economic distress out of which dictators were enabled 
to ride into power and thus made a fairly sizable contribu- 
tion to World War No. 2. 

In 1929, our international trade amounted to nine bil- 
lion six hundred and forty million dollars. By 1932, our 
international trade had fallen to two billion, nine hundred 
and thirty-four million dollars. In other words, from 1929 
to 1932, our international trade fell off by more than two- 
thirds from the figure which we enjoyed in 1929, just three 
years before. 

Now, the result »f at was unemployment among mil- 
lions of American workers. The Secretary of Commerce in 
the Hoover Administration, Mr. Lamont, who was, I be- 
lieve, from Chicago, made the statement before the Finance 
Committee in a hearing that the loss of a billion dollars in 
the commerce of the United States with the other nations 
of the world meant the loss of jobs to three million Amer- 
ican workers. So, with a loss of more than six billion dol- 
lars in trade for the United States, not only was the result 
widespread unemployment, but it meant that agriculture and 
industry, likewise, suffered through the corresponding de- 
clines and the American economy became stagnated. We had 
the result that in 1932, we had not only widespread unem- 
ployment, but we had a business decline and our domestic 
industries were compelled either to stop manufacturing the 
goods which gave employment and profits to them or they 
had to dump them or the home market and drive the price 
down below the cost of production. The same was true of 
the farmers of the United States, who found their markets 
also closed for the agriculture products, of which we al- 
ways have a surplus, and therefore farm prices went down 
below the cost of production. 

That was the situation growing out, as I contend, of 
these progressive advancements in economic isolation, in our 
announcement to the world that we were self-sufficient, 
which we were not and no nation is self-sufficient. We 
have never been and we never will be. 


RECIPROCAL TRADE AGREEMENT 
Then, in 1934, Coidell Hull, the Secretary of State, 
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whom I regard and I think most people interested in poli- 
tics regard as one of the best Secretaries of State ever in 
the United States, proposed a program of reciprocal trade 
agreements by which the President was authorized to enter 
into negotiations with other nations with a view of leveling 
off some of these artificial barriers that were impeding 
trade. What happened to us because of our economic iso- 
lation happened to all the nations and that is one of the 
problems that faces Europe today—the problem of these 
customs unions entered into between Belgium, Holland and 
Luxembourg, called the Benelux, and the customs agree- 
ment between France and Italy, seeking to level off by 
mutual concessions some of these artificial barriers which 
interfered with trade, which in turn automatically inter- 
fered with employment and economic stability and likewise 
interfered with profits out of investments in manufacturing 
plants which must have markets in the world in order that 
they prosper. 

Secretary Hull recommended and Congress enacted in 
1934 the Reciprocal Trade Agreement Program, authoriz- 
ing the President to enter into these negotiations by making 
mutual concessions to lower artificial barriers, whether they 
were tariffs or quotas or on other forms of restrictions, so 
that trade might more freely flow. When I say freely flow, 
I do not mean free trade in the ordinary sense of the word 
where there are no tariff duties; no political party within 
my recollection has ever advocated free trade. There has 
been a difference between the Democratic and the Republi- 
can theory in regard to tariff rates, but there has never been 
any contention on our part that this was a free trade coun- 
try; that all tariffs ought to be abolished. It has been the 
question in the first instance of a tariff for revenue only and 
in the next, of a tariff that would in some way adjust the 
difference of the cost of production abroad and at home— 
and on the other hand, a tariff bill that would absolutely 
prohibit the entry into the United States of anything that 
came in competition with anything made in the United 
States. 

‘That theory reached its ultimate ridiculous attitude not 
long ago when a Congressman from California said he 
would advocate a tariff prohibiting the importation of 
bananas into the United States, on the theory if there were 
no bananas in this country to eat, the people would have 
to eat California peaches or some other form of their fruit. 
‘That is a ridiculous attitude. 

Congress passed the ‘Trade Agreement Act in 1934, run- 
ning for a period of three years. Now, it is interesting to 
note that during the years of 1938 and 1939, our trade with 
other nations in the world—our foreign trade—increased by 
more than 60 per cent over the corresponding years of 1934 
and 1935. In 1934 the law was enacted; it did not become 
fully eftective until a year or two later because there had 
to be negotiations. There had to be an approach by our 
government to the other nations looking to these agree- 
ments and it could not become eitective in 1934. So, com- 
paring 1938 and 1939, which were the last prewar years, 
with 1934 and 1935, our international trade increased more 
than 60 per cent and, of course, by the same token, em- 
ployment increased and the profits of industry increased 
and world trade increased. 

There must be, in this complicated world in which we 
live, a flow of trade from one nation to another. 

In 1939 and in the five-year period from 1934 to 1939, 
our trade with nations that had trade agreements with us 
under the reciprocal program, our exports, | mean, increased 
by more than 65 per cent, whereas only a 32 per cent in- 
crease occurred between our nation and the nations that had 
no trade agreements with us, so that the program during 





the five-year period from 1934 to 1939, which was the only 
fair period for comparison because we were still at peace in 
the world, brought about an increase in our exports to other 
nations of more than 65 per cent. It brought about an 
increase in our imports of only 32 per cent with trade 
agreement nations; whereas the increase in trade with non- 
agreement nations, those that had no agreements with us, 
increased only 37 per cent and our imports increased only 
12 per cent. 

It might be interesting to know from a political stand- 
point, purely as a matter of history, how the two parties 
divided and I am assuming that the Republican platform 
which promises to continue the Trade Agreement Program 
in an indefinite way must be remembered in connection with 
the record of their own members of the House and Senate 
in regard to the enactment of this legislation in the first 
place and its continuance in the next. 


CONGRESSIONAL RECORD OF SUPPORT 
oF TRADE AGREEMENT 


When the Act was passed first in 1934, in the Senate of 
the United States, 51 Democrats in the Senate voted for it 
and five against it, while five Republican Senators voted for 
it and 28 voted against it. 

Inasmuch as this was a three-year program all along, the 
Trade Agreement Law had to be extended again in 1937, 
so that in 1937, 56 Democrats voted for it and nine voted 
against it, while not a single Republican voted for the ex- 
tension in 1937, but 14 Senators voted against it. That was 
the all-time low tide of the Republican membership in the 
United States Senate. They only had 17 out of 96 and 14 
of them voted against the extension of the Trade Agree- 
ments Program and three of them did not vote. 

In 1940, the vote was +1 Democrats for it and 15 voted 
against it. No Republican voted for it in 1940, but 20 voted 
against it. 

When the Extension Act was passed in 1943, which was 
in the middle of the war, the following vote was recorded: 
41 Democrats voted for it and eight against it, while 18 
Republicans voted for it at that time and 14 voted against it. 

In other words, on the original passage and on every 
subsequent extension of the Act save one, a vast majority of 
the Democrats voted for it and an overwhelming majority 
of Republicans voted against it. 

In the House of Representatives, when the bill was en- 
acted in 1934, which was the original act in the House, 269 
Democrats voted for it, while two Republicans voted for it. 
Eleven Democrats voted against it and 99 Republicans 
voted against it. 

In the extension of 1937, 278 Democrats voted for it and 
11 against it, while only three Republicans voted for it and 
81 voted against it. 

In the extension of 1940, 212 Democrats voted for it and 
20 against it, while five Republicans voted for it and 146 
against it. 

In 1943, which was in the middle of the war, and there 
wasn't a great deal of international trade anyway except 
in war materials, 193 Democrats voted for the extension, 
and only three voted against it, while 163 Republicans voted 
for it and 26 voted against it. 

Then, in 1945, 2C » Democrats voted for it and 12 voted 
against it, while 33 Republicans voted for it and 140 Re- 
publicans voted against it. 

Thus, in both Houses of the Congress, with the excep- 
tion of the year 1943 which was a war year, the over- 
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whelming majority of the Democratic members voted for 
the original act and for each extension up until 1948 and 
an overwhelming majority of the Republicans voted against 
the Reciprocal Trade Program in all instances, except in the 
middle of the war. 


CurRTAILED LEGISLATION 


The law was supposed to have expired on the 12th day 
of June, 1948, and President Truman urged the Congress 
to extend it for another three years because the interference 
of the war and the more or less frustrated conditions in 
the postwar period from 1945 to 1948 really did not give 
a fair test of the operations and the benefits that might be 
conferred upon business and labor and agriculture through- 
out the United States by the facilities which that law gave 
to bringing about a wider exchange of the products of 
human labor or among the nations of the world. The 
Republican Congress, of course, considered the matter and 
finally they passed a bill through the House of Represen- 
tatives extending it for only one year, which expires the 
12th of next June. But, in the enactment of that statute, 
they provided handicaps and hobbles and restrictions which 
would make it utterly impossible for the President to 
negotiate another trade agreement with any country in the 
world because it takes time to gather all the facts and 
present them on both sides in regard to all sorts of trade 
restrictions, all sorts of artificial barriers, all sorts of eco- 
nomic walls built up against trade from different countries 
and even at best, very few trade agreements could have been 
entered into in the period of one year. 

But the House of Representatives provided in the bill that 
the President was prohibited from entering into any agree- 
ment in the first place except on the recommendation of the 
Tariff Commission, which is a bi-partisan body with three 
Democrats and three Republicans and unless some Demo- 
crat went over to the other side or some Republican went 
over to the Democrat side, there would naturally be a tie 
in the Tariff Commission and they would make no recom- 
mendation at all. Under those conditions, the law pro- 
hibited the President even from beginning the negotiations 
that might enter into another trade agreement. 

The House also provided that before any such trade 
agreement should become effective, it must be submitted to 
the Congress and approved by the Congress. Now, that will 
bring you back to the same old log-rolling, back-scratching, 
horse-swapping proposition and unless there was a recogni- 
tion in the trade agreement of all these local and special 
interests, you know how much of a chance such a trade 
agreement would have to pass the Congress of the United 
States, especially dominated by those who believed in the 
ancient method of tariff legislation. 

When the bill got to the Senate, we eliminated the pro- 
vision that the agreement had to be referred to the Senate 
and the House for their approval, but there, was kept in the 
provision that the President could not even begin negotia- 
tions, no matter how favorable the conditions might be, no 
matter how urgent they might be, no matter how much of a 
surplus we might ‘have of agricultural or industrial products 
which we might want to find a market for in the world. 
The President could not even initiate the negotiation of 
such a trade agreement in behalf of American commerce 
and American industry and American agriculture and Amer- 
ican labor unless it had a majority of the Tariff Commis- 
sion, which is equally divided from a political standpoint. 
And that was the bill that the President was forced to sign 
because it was the only bill that was put before him and 
the only one that could be put before him. Either he had 
to sign it or the entire program would expire on the 12th 








of last June and he could not afford to veto the bill on that 
account because he had asked for a three-year extension and 
had only got one. 

But, as I have already indicated, it is extremely doubtful 
whether it would have been allowed to expire last June 
because, in my judgment, not a single trade agreement can 
be entered into between now and the 12th day of next June. 


IMPORTANT POLITICAL QUESTION 


Now, my friends, that raises a political question which 
to me is very important and it is one, in my judgment, 
which the American people must have in mind in determin- 
ing what their policy will be in the future and that policy 
will be determined one way or another on the day of the 
election, next Tuesday—whether we are going to regard 
tariff quotas, restrictions and artificial barriers of all sorts 
to the resumption of world trade as economic problems to 
be worked out in view of a new world in which we live, 
in view of the frustration and the chaos in which the econ- 
omy of the world and especially of Asia and Europe finds 
itself today—whether the American people are going to 
regard all those matters as economic problems to be worked 
out on an economic basis and on a scientific basis as we 
believe or whether we are going back to the old, ancient 
methods of local preferences, local pressures and local con- 
siderations, purely and simply rather than the over-all pic- 
ture of the entire nation as a whole and of the entire world 
as a whole. 

My own view is that if we go back to the same old 
method that prevailed in the ’20’s and early °30’s despite 
our conception of leadership in the world, our economic 
as well as our political responsibility in the world and in 
view of all the things which have transpired since 1930 
which have affected the economy of every nation in the 
world, every laboring man and every farmer—if we are 
going back to that ancient day when back-scratching and 
log-rolling and horse-swapping instead of scientific approach 
in view of the facts may determine our trade policy in the 
world, we may well find ourselves in the same economic 
straitjacket in which we found ourselves in 1932. 

I take it for granted that regardless of anybody’s politics, 
regardless of how anybody is going to vote on next Tuesday, 
no intelligent, far-sighted man or woman in this country 
desires to go back to those days. We do not desire again to 
announce to the world that we are self-sufficient. We do 
not wish again to assume the role of adopting a pattern that 
may result in retaliation, resentments and in the extension 
of further artificial barriers at a time when all nations are 
seeking to bring about a more easy flow of trade throughout 
the nations and such a policy on our part would be ex- 
tremely inconsistent with our attitude towards European 
recovery. 

I mentioned a while ago the Benelux Customs Union 
Agreement between Eelgium, Holland and Luxembourg 
and the agreement between France and Italy and there is 
under discussion and has been for years the proposal of 
having a European Customs Union whereby all barriers, 
artificial as they may be, among the nations of Europe, and 
especially now of Western Europe, may be leveled off and 
trade may be resumed because those who are producing in 
any country of Europe must find a market for the products. 

Take Italy, for instance. Italy has neither coal nor steel 
nor oil. They have to import all of their iron, all of their 
coal and all of their petroleum. Their economy is not suffi- 
ciently geared to enable them to buy steel and coal and oil 
from us or from any other nation unless they can sell some 
of the things that they produce and one of them is olives 
and olive oil and linens and other things which are more or 
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less delicacies. But the economy of Italy, which we are 
supporting and which under our support has been influential 
in driving back the Communist trend in Italy and giving 
them a government that at least for five years will be some- 
what stable, is an example of the necessity of the nations 
of Europe in their é¢ffort to recover from the devastation of 
war to get on their own feet and move forward under their 
own steam. 


VaLtur Or MARSHALL PLAN 


It was the same in all the nations of Europe and so it 
was that General Marshall on the 5th day of June, 1947, 
in his address at Harvard University suggested what came 
to be known as the Marshall Plan. He suggested that we 
could not forever continue to supply money to the nations 
of Europe. We could afford to help them recover, but they 
must get together and find what they could do for them- 
selves and for one another. As a result of that, they met in 
Paris and other countries. They entered into not only a bi- 
lateral agreement between any two nations, but multi-lateral 
agreements among all the nations by which they agreed to 
balance their budgets, to reform their currencies and to 
level off the barriers which had been causes of friction and 
of war and of economic disaster in every country of Eu- 
rope in two great World Wars. 

The result was the enactment of the European Recovery 
Act, in which we provided the law as a condition to their 
receipt of these benefits from us, as a condition of their 
participation—not only for four years, but for one year in 
the Recovery Program—that they must continue not only 
to balance their budgets, to reform their currencies, but 
they must enter into bi-lateral agreements and multi-lateral 
agreements among themselves to level off the barriers of 
trade which have restricted the markets of Europe among 
themselves for the products of human labor. 

‘That raises a very pertinent question, whether we as a 
nation, furnishing this aid for a four-year period in order 
that Europe may get on her own feet, that she may reform 
all these budgetary and financial matters that have so tor- 
mented her and tormented the world, that she may find 
markets for the products of European labor—that raises the 
question, whether we, furnishing this recovery assistance 
and demanding that they do this among themselves, can be 
consistent ourselves by withdrawing our influence and our 
participation in these agreements which we are requiring 
the nations of Europe to enter into in order that they may 
have the assistance which we are proffering to them. 

I do not believe we can afford to do that. I do not believe 
we can lay down a rule by law of the Congress of the United 
States, the violation of which will justify and forecast our 
withdrawal from any recovery in any one of these nations. 
We cannot afford in good faith to reverse our policy from 
the standpoint of leadership, from the standpoint of good 
faith, from the standpoint of world recovery and from the 
standpoint of our own economy and our own place now in 
the economic as well as the political world in which we live. 

These are profound subjects and the result may have a 
tar-reaching effect on the fate not only of Europe, but of 
the United States of America. Personally, I supported it, 
the Marshall Plan, in the Committee on Foreign Relations, 
I supported it on the floor of the Senate because it seems to 
me as it must have seemed to America and did seem to a 
majority of the Congress, Democrats and Republicans, al- 
though there were some notable exceptions on the other 
side—but I think it can be said that taking the Congress 
as a whole and taking the American people as a whole, 
they felt that our own salvation, our own economic sta- 
bility, our own leadership and the safety of our institutions 





required us, out of our resources, as the only nation left 
powerful enough and strong enough to do it following the 
war, to try to bring about recovery in Europe economically, 
upon which political stability might also be found. As I 
said at the outset, the economic conditions of the people 
of Europe and of every nation may determine the political 
party which they put in power over them and we know 
that Communism and all the ideologies that associate them- 
selves with it feed on disaster, feed on unemployment, feed 
on hopelessness. That is the reason why the Soviet and all 
the Communists in the world, including those in the United 
States, have done everything they could to destroy the effec- 
tiveness of the European Recovery Program in order that 
they might have despair and hopelessness and economic dis- 
aster upon which they could feed and thereby move into the 
control of all the nations of Europe as well as Asia and 
South America, if possible, and even in Africa. 

We have felt and I strongly feel that our own safety 
cannot be always guaranteed if all other nations of Europe 
and Asia are themselves enslaved and our own prosperity 
cannot be permanent if the nations of the world are pros- 
trate. Therefore, | think that next Tuesday when men and 
woinen by the scores of millions vote in this country be- 
tween the political organizations and the candidates who 
believe in the extension of our trade to the world, of its 
essentiality in our own economic prosperity as well as our 
own leadership in the political stabilization of mankind so 
that other countries may move forward under their own 
steam and not rely upon charity or assistance from any 
nation and that they might abolish the frictions that have 
brought about war in the past and may bring it about in 
the future—I have been urging and I urge now, without 
any reservations or apology, that when we are voting next 
‘Tuesday, we take into consideration the political candidates 
and the political party and the record of the political party 
that believes in the expansion of world trade for its bene- 
fits to us as well as other nations as against that party 
which in Congress, at least up until now, has shown itself 
recalcitrant in regard to all these problems and seems to 
have its eyes pointed back to the ancient practices of the 
days when we came upon disaster and when our entire 
economy and our social system came near to complete col- 
lapse. 


ALTERNATIVE 


I appreciate the opportunity, my friends, you have given 
me to express my views here upon this one great subject, 
which in a sense is not political, which in a sense is not 
partisan. But I am proud to present to you business and 
professional men, you hard-boiled, hard-thinking, practical 
business and professional men, the alternative, as I see it, 
of supporting a world program of restoration of trade and 
of labor and of employment and of prosperity and of profits. 
I believe we are running the risk of abandoning that for 
the old way by which we handle economic problems that 
are more economic than political and which, if allowed to 
run the course they have run in the past, might again bring 
us to the brink of disaster and catastrophe. 

I do not know to what extent my position or the argu- 
ments I have submitted may appeal to you, I will never 
know that. But I want you again to understand how deeply 
I appreciate the courtesy you have extended to me. I hope 
you will give to me the same credit for a degree of sin- 
cerity which I give to you, regardless of your politics and 
no matter who wins next Tuesday. No matter what politi- 
cal party may triumph, we may not withdraw from this 
advanced position which we have taken in world recovery 
at this time. | thank you very much. 
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of Detroit and your Guests: I have at the moment 

my usual feelings of enjoyment of the occasion 
with a good deal of wonder as to the immediate future. I 
do not like to write essays and I cannot read well, there- 
fore, I am obliged on such occasions as this simply to talk 
to you. 

Something in the conversation at this table has just re- 
minded me of a talk to which I listened a few days ago. 
The Minister of Finance of Belgium, talking to business- 
men in New York, told us with some satisfaction of the 
economic and financial recovery which his country has 
made since the close of the late war. He emphasized the 
fact that this recovery had been accomplished entirely by 
private enterprise; there had been no nationalization and 
no drastic regulation of business. He said that the money 
of Belgium had been stabilized by the government follow- 
ing the advice and with the cooperation of bankers and 
businessmen. Even their foreign trade had been recovered 
without the government’s leadership or control. He also 
said, in answer to a question, that there had been no anti- 
monopolistic suits by the government against the business- 
men who had the initiative to step up production and dis- 
tribution in the aid of the country’s recovery. 

That puts me in position to undertake at this moment 
what your Chairman has gently suggested, namely, a dis- 
cussion of political economy and the relationship in that 
economy of business to government, but I didn’t come here 
for the purpose of undertaking any such job. I came here 
to discuss a narrower field of the current relationship of 
government to businesses in which I have responsibilities. 

Ever since I left the academic world my life in the busi- 
ness world has been spent taking care of other people’s 
money. Generally speaking, I have been concerned with 
the investment of other people’s money for the long term. 
It is an interesting job, and for me has been a very satisfy- 
ing one. If you have been trusted by other folks to take 
care of those funds, which are of importance to them, and 
you feel that you have done a reasonably good job for 
them, you ought to get a good deal of satisfaction. At least 
I am foolish enough to believe that there is cause for 
satisfaction in doing a good job taking care of other people’s 
money. 

Your Chairman has said that the life insurance com- 
panies hold today over 50 billion dollars of assets; held 
for our policyholders and their beneficiaries. It is invested 
and accumulated for them, but it is invested also for the 
general public welfare. There is hardly anything any one 
of us does from the time we get up in the morning until 
we go to bed at night that isn’t in some measure affected 
by the results of the investment of life insurance funds in 
the industries of this country. Those funds have a way of 
increasing. They were 3 billion dollars in 1906; 6 billions 
in 1916; 12 billions in 1926; 24 billions in 1936; and 48 
billions in 1946. That means the assets of American life 
insurance companies have doubled each decade in the past 
forty years. These are huge funds and they are held for 
sacred purposes for the benefit of the policyholder himself 
in his later life or for his family after he is gone. 
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These benefits reach not only to the family and the com- 
munity in which the family lives but also affect the public 
welfare even into the next generation. That is a business 
of which those who are responsible for government and for 
public policy ought to be appreciative. And yet at this 
moment we are concerned over the interest rate that we 
can earn on those funds of our policyholders; we are con- 
cerned over the expenses of operation and we are more 
than anything else concerned about the purchasing value 
of the dollar in which we will make payment to the policy- 
holder or his beneficiary. And these concerns stem from 
public policies. 

We figured our premiums or assumptions by our actu- 
aries. We assumed an interest rate somewhere around 
three per cent; a mortality rate based on a scientific mor- 
tality table; an expense rate based upon the best judgment 
available in the actuarial, underwriting and executive offi- 
cers. Our mortality experience has been within our mor- 
tality assumptions and we have mortality gains for the 
benefit of our policyholders. Our expenses are creeping 
up on the actuary’s assumptions and while we still have 
margins they are less because—you know—because every 
business needs more working capital now, even the busi- 
ness of a housewife. On the interest rate, however, we have 
for the last couple of years been unable to earn what the 
actuaries had assumed. 

We are going along on the whole all right; and on the 
whole we have no concern about meeting the dollar obli- 
gation of our contracts when they fall due; but we are not 
satisfied. We, in the life insurance business, are not content 
merely to meet the dollar obligations of our policyholders. 
We sold those policyholders the idea that those policies 
would buy education for their children, would buy retire- 
ment leisure, would do various other things for them and 
their beneficiaries; now realization of these benefits is in 
danger because of the receding purchasing value of the 
dollar. 

Sure, it is not only the insurance dollar which is so 
affected; even the buyer of an E Bond in 1943 finds that 
that which he can now receive in redemption of his E Bond 
will buy only fifty or sixty per cent of what his dollar, 
paid for the E Bond in 1943, would have bought him then. 
At least we have the satisfaction that that is not the fault 
of our business; it is not any fault of ours that the dollar 
that we will pay to the beneficiary or our policyholder will 
not buy what he expected it to buy. That is due to the 
policies of our government. 

Sound and stable money is an essential of business 
whether it is in Belgium or any other country. For sound 
money business is dependent on government and in this 
country it is dependent on the Federal Government. Are 
we making any progress in this country in the stabilization 
of our dollar, and preserving the soundness of our money? 
Are we concerned about it? Can be look upon the increase 
in prices, the relative decrease in the purchasing value of 
the dollar with equanimity? Don’t we care? If something 
ought to be done, who should do it? 

There is no mystery about this money business anymore. 

There may have been in the days when our paper money 
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was convertible into gold but those days are gone. The 
gold is buried in Fort Knox. From the earth it came and 
to the earth we have returned it. But it has no relationship 
to the paper money of today which is redeemable only in 
that which is legal tender at the time you seek its re- 
demption. 

There is no mystery about money, except a little wonder 
about what it is going to buy in the future compared to 
what it buys today. What is our money? We have in this 
country today two billions of coins, $26 billions of paper 
and about $140 billions of bank deposits subject to the 
draft of the depositor either at once or at some future 
short time. 

Where did we get all that money, all that spending 
power; all that buying power? Before the war it was $60 
billions instead of $170 billions. At the end of the war, 
that is at the beginning of 1946, it was $150 billions and 
at that time it was also $28 billions of silver and paper 
in circulation and the balance in bank deposits. In the last 
two and one-half years the silver and paper in circulation 
remained about the same but the bank deposits in the hands 
of the people have gone up by more than $16 billions. 

You notice I throw these billions around a bit recklessly 
and some of my banker friends might trim them a little this 
way or that but I use approximately figures because they 
are easier for you to remember. When I was a youngster 
I think we never saw or heard the word “billion”; only 
once in a while the word “million.” You take a tip from 
me; the day you see or hear the word “trillion” in relation 
to our money, get ready. 

We were told the reason we increased our money supply 
during the war was the fact that the banks held so much 
government paper as a result of the financing of the war. 
Since the end of the war the government marketable debt, 
which is the only government paper the banks can hold, 
is down about 40 billion dollars but the money supply is 
up more than 16 billion dollars. How come? What is the 
answer? Why do we have all this increasing volume of 
money? We all see its effect in increasing prices. I don’t 
care what your money experts or your economists say, 
adulteration of our dollar is the chief cause of the pressure 
upwards on prices. You can’t have three or four times the 
volume of money you had a few years ago and expect each 
unit of that money to be worth as much in purchasing 
value as was each unit of the smaller volume. 

How has it come about that we have an _ increasing 
money supply with a decreasing debt? It is pretty simple. 
In the first place we are continuing the process invented 
by the New Dealers in 1934 or 1935 of buying gold, passing 
it through the banking system to the vaults of Fort Knox. 

How does it work? Let us suppose the British Central 
Bank sells us 100 million dollars worth of gold. It gets a 
bank deposit for 100 million doliars. There may be some 
justification in our buying that gold; I am not arguing that 
question. At least the British thereby get 100 million dol- 
lars of purchasing value in this country. Now mark you, 
Britain in selling that gold gets 100 million dollars of pur- 
chasing value. They come here to Detroit and spend it all 
in a few minutes, drawing on the bank account they got 
as seller, and the 100 million dollars is in the money stream 
of this country and the purchased trucks and farm equip- 
ment are on their way out of the country. But the con- 
tribution to our money supply remains with us. 

Let’s follow that gold for a moment. It can not be legally 
owned by anybody in this country except the Government. 
It must go to the Treasury which pays for it by check on 
the Treasury balance in the Federal Reserve Banks just 
as you might pay for a refrigerator by check on your bank 








account. The Treasury takes the gold and sends it to Fort 
Knox and then issues a gold certificate to the Federal Re- 
serve Bank from which it came. 

Oh, no, it doesn’t issue it at all. That used to be the way 
it was done in the horse and buggy days. What the Trea- 
sury now does is to make a bookkeeping entry to the effect 
that perhaps sometime in the future the Federal Reserve 
Bank will get a gold certificate. Upon making that book- 
keeping entry and telling the Federal Reserve that it has 
been done, the Treasury then says in effect to the Federal 
Reserve “We have recognized your right to a gold cer- 
tificate. Now restore to our bank account the amount of 
our check in payment for the gold.” The Federal Reserve 
Bank thereupon restores the 100 million dollars to the 
Treasury’s bank account with the result that the gold has 
cost the Treasury nothing. 

It is precisely the same as if you bought a refrigerator 
for $300 and drew on your bank in payment and then 
after you had it installed, calied your bank and said “Now 
I have my refrigerator, please return the $300 to my ac- 
count.” 

That is precisely the transaction but that is not all. The 
100 million dollars paid to the seller of the gold has in- 
creased our bank deposits and in addition, the commercial 
banks have excess reserves with the Federal with which 
they can and do increase the money supply in this country 
by another 300 or 400 million dollars. 

Remember I said the seller of the gold got 100 million 
dollars of buying power in this country. He did not get 
500 million dollars of buying power. The commercial 
banks got 100 million dollars in present deposits and 400 
million dollars in money-creating power as a result of that 
gold transaction. Since the beginning of 1946 there has 
been an addition of about 4 billion dollars to our gold 
supply. Multiply it by four or five and you have the amount 
which its purchase has added to the money supply of the 
country. While this increase in our money supply due to 
gold purchase has been taking place, bank loans and pur- 
chases, most of them possible because of the support of 
the Government bond market, have been washing out the 
effect of the Treasury’s redemption of Government obliga- 
tions. The net result is the increase in our money supply 
which we have noted. 

Now, I grant you there may be some justification for the 
original transaction. There may be some benefit in giving 
to the seller of gold dollar buying power in this country. 
But, what in the name of the Lord is the justification for 
allowing that transaction to increase the money supply in 
the hands of the people of this country by five to one. 
That is not the kind of quintuplets we need. That is adul- 
teration of the dollar for no possible reason except adul- 
teration, that is for an increased supply of money. There 
might have been some sense in such increase in 1934 but 
now, when we have an excessive supply, what possible 
sense can there be in that kind of further increase in our 
money? That certainly is one method by which our money 
supply has increased, while our Government debt has been 
going down. 

The other, of course, is through expansion of bank 
credit. When banks make loans they don’t give you money; 
they give you bank accounts. The same is true when they 
buy bonds. They pay for them with bank accounts. These 
new bank accounts require the bank to put with the 
Federal Reserve Bank only that portion of the deposit— 
26%, 22% or 16%—which is the required legal reserve. 
When the borrower or seller has thus obtained a bank ac- 
count, he can draw on it and thereby scatter around the 
country the newly created money and thereupon it is in the 
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money supply to stay until that loan or that bond gets out of 
the bank. Where, you may ask, do the banks get the means 
of making all the loans and bond purchases that have been 
made in the last few years with their resulting additions 
to our money supply? 

Let me divert for a moment. We, in the life insurance 
business, have large funds. They are real money collected 
from our life insurance policyholders in small amounts 
out of their savings. They are all pre-existing money. We 
have no money-making power. All our assets come from 
contributions and savings out of the pre-existing money 
supply. On the other hand, the commercial banks can and 
do create money, but they must have and maintain the 
required legal reserve with the Federal Reserve Bank. You 
who have followed their figures since the end of the war 
know the banks haven’t had reserves enough to continue 
making tremendous loans or tremendous additions to the 
money supply. Where, we may ask, have they been able 
to get the needed reserves? 

Let me give you an illustration. The X oil company 
comes to the New York banks to borrow $100 millions for 
a term of 10 years. The New York banks have no reserves. 
They are, let us say as they frequently have been during 
the past few years, minus the legal requirement of reserves 
with the Federal Reserve Bank. That means they have in- 
vested all their free reserves. Assuming the banks want to 
make the loan to the X oil company where are they to get, 
when they have no excess reserves, the means of making a 
loan of $100 millions? Confronted with that question the 
President of one of the banks which made that loan said, 
we will go to the Federal Reserve and turn in some Govern- 
ment bonds. How many Government bonds must you turn 
in, he was asked? Well, for a $100 million loan we turn 
in $26 millions in Government bonds. We give the bor- 
rower a bank deposit for $100 millions and the Govern- 
ments provide the required reserve of 26%. But, it was 
suggested, suppose the Federal Reserve won’t take your 
bonds? Suppose they say we are not going to help the 
commercial banks make this kind of term loan, that is 
not the kind of loan you should make and we are not going 
to help you create new money to make it? Oh, no, said 
the bank President, the Federal is not going to say that. 
The Federal Reserve Bank must let-us have the pegged 
price for those Government bonds. That’s the rule of the 
Federal Reserve Board and it’s binding on the Federal 
Reserve Banks. That’s the result of Federal Reserve sup- 
port of Government bond prices and it is the source of 
much of the increase in the quantity of our money. 

We, in the life insurance business, would have been 
glad to make that loan. It is a good credit but if we made 
that loan we would have made it out of the savings of the 
people, out of pre-existing money and we would not have 
added to the money supply. When the loan was made by 
the commercial banks, it was made in the manner I have 
just described and it did result in an immediate increase 
in the money supply of $100 millions. 

If you ask why should the Federal Reserve continue to 
let the commercial banks dump their Governments into 
the Federal and make use of the proceeds in that way to 
increase our money supply, the answer is that the Federal 
Reserve Board promised to support the Federal bond 
market and these consequences are inherent in this sup- 
port of the Government bond market. Is there nothing we 
can do about it? Oh, yes, there must be something we can 
do about it. There must be something that can be done 
to prevent the continued adulteration of our money supply 
by that kind of multiplication. I am not here to say that 
gold should not be bought. I am not here to say that the 





Government bond market should not be supported. But 
I am here to say that neither one of those things should 
be done in the way in which they are being done with the 
consequent increase of an already excessive money supply 
to the detriment of every saving, thrifty person and espe- 
cially to the detriment of the policyholders whom I repre- 
sent. 

I have given my life to thi§ insurance business and I 
haven’t done it just for the fun of the years I have spent 
in it. I have done it for the satisfaction which comes from 
doing a good job for those who trusted us. And even if I 
should not be the one to say it, we life insurance people 
have done a good job and the folks do trust us and we 
have the confidence of the people. Our trouble is that we 
fear that the purchasing value of that which we turn over 
to our policyholders and their beneficiaries will not do for 
them what they expected to do with those proceeds. And 
that means that, while we have met our legal contracts, 
we have disappointed the people who have trusted us. It 
will not be our fault unless meanwhile we lie down and let 
unsound public policy ride over us without any effort to 
defeat that policy, without any effort to convince public 
officials there is something else that could and should be 
done. 

The bankers have an opportunity, indeed they have a 
duty and if this situation grows worse as in other countries 
it has grown worse from a bad beginning, it will be the 
bankers who will carry the blame. Men in public office, 
men in Congress will say how were we to know that this 
situation was so dangerous, how were we to know, in this 
technical field, what should be done? They may go on 
and say we had public hearings of our banking committees 
in the Senate and the House. Did anybody representing 
the banking business or indeed the insurance business ap- 
pear and tell us what we should do? If you will look 
at the printed report of those hearings held during the 
recent special session of Congress, you will find that the 
only banker who was not connected with the Federal Re- 
serve System who appeared was Mr. Dodge of your own 
(Detroit) banking community and he appeared only by 
filing a memorandum. 

You know there are various kinds of bankers. In a 
measure I am a banker. I suppose I am one of the biggest 
bank depositors—of other people’s money—in the country. 
I am a Director of a commercial bank and I am a Trustee 
of a savings bank. They tell me I am even named in the 
anti-trust suit now pending against the investment bank- 
ers. So I am up to my neck in banking. Investment bankers 
and savings bankers are in the same boat with us life 
insurance men. They are interested in the value of invest- 
ments and therefore, in the stability of the dollar in which 
their investments are made and its future buying power. 
If they aren’t they ought to be. Then there are the com- 
mercial bankers who administer our deposits and provide 
credit for commercial purposes. They aren’t supposed to 
make 8 and 10 and 12 year loans as they have been doing 
since unsound bank laws freed them from concern about 
liquidity of their funds to meet their demand obligations. 
And they wouldn’t be making those long term loans and 
real estate mortgage loans if it were not for the fact that 
Federal Reserve support of the Government bond market 
provides them with the reserves which make such lending 
possible. Then, introducing another class of bankers, those 
commercial bankers are under the supervision, worse than 
that, the control; oh, worse than that, the domination of 
the political bankers. Who are the political bankers? The 
Federal Reserve Board which was created to be the Su- 
preme Court of Finance in this country but which has 
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dwindled into a tool of the Treasury which is controlled 
by the administration, and the administrators of the Fed- 
eral Reserve System, they are the political bankers. That 
is what I call a political banker. Our monetary policies 
come from these political bankers. These policies are not 
at the moment sufficiently resisted by the commercial 
bankers. 

The commercial bankers still have some power and 
therefore some responsibility. The commercial member 
banks own voting stock in the Federal Reserve District 
Banks and they elect six of the nine directors of their Fed- 
eral Reserve District Bank. They don’t seem to get any- 
where; at least they haven’t been getting anywhere in the 
last few years in controlling or influencing the policies of 
the Federal Reserve System. 

Some day some commercial banker is going to pick up 
where Mr. Dodge has left off; I understand Mr. Dodge 
leaves off at this meeting as president of the American 
Bankers Association. Certainly Mr. Dodge has made more 
progress than any other commercial banker in trying to put 
some sense into the money creating machinery of this 
country. He has been doing it on a persuasive and volun- 
tary basis that just won’t do the job but it has made com- 
mercial bankers more conscious of their power and respon- 
sibility in the creation of new money. 


We are constantly discussing inflation but we do not 
always know just what we mean by inflation. The New 
York Federal Reserve Bank report says that inflation is “a 
scarcity of goods and a superfluity of money.” That is a 
sixty-four dollar definition. Inflation has to do with money. 


The volume of money and its use increases prices and 
especially when there is a scarcity of goods. We have in- 
flation in the form of an excessive quantity or “superfluity” 
of money. 

Our money supply is out of balance with our production 
and business activity. It may be that we can stand around 
and wait for production to catch up to this excessive supply 
of money and thereby bring the two into balance. Two 
and one-half years ago I hoped that might happen but 
meanwhile the money supply has been climbing upward 
making the balance more and more difficult to attain and 
I am now convinced that something has to be done to halt 
the increase in the money supply rather than waiting around 
for production to increase sufficiently to bring about the 
balance. 

We hear and read a lot about “inflation” but really it is 
not about inflation of the money supply. It is not talk about 
that $170 billions of money. If you read those Congres- 
sional hearings that I referred to a moment ago, if you read 
current publications, you will find that the talk is not about 
our inflated money supply. The talk is about what should 
or should not be done with the inflated money supply. The 
little man is bedeviled with advice to the effect that he 
shouldn’t use instalment buying to equip himself with things 
he otherwise couldn’t have because he is told such buying 
causes inflation. He is urged to save and to buy E Bonds 
because that will be anti-inflationary. That is not talk about 
inflation, that is talk about what you ought or ought not 
do with the inflated money supply. You can have inflated 
prices with a smal! money supply if you have velocity turn- 
over but you are pretty certain to have serious inflation 
with all its consequences it you have too large a money 
supply. No amount of talk will keep the folks from using 
an excessive money supply if you pour more and more into their 
pockets from day to day. They like to have more money in their 
pockets and a better balance at the bank. They don’t realize 
the dangers, not until their costs rise faster than their in- 


come. That has happened to some of our population and 
will happen to more of us. The danger that threatens us 
is much more than that which many of our men in public 
life are thinking of. They are thinking of the danger of 
deflation and toward what may follow the stopping of the 
inflation process. A deflation does not always follow an 
inflation. Sometimes an inflation is followed by another in- 
flation, only to be followed by a third inflation and a fourth 
inflation until the financial situation is carried to the brink 
of ruin and then there is a real deflation. 


I don’t suggest the probability that that is immediately 
in front of us, but Mr. Eccles, the well-known Federal 
Reserve Board member, in his testimony before the Senate 
Committee the other day said, “If you don’t give us addi- 
tional powers’”—I don’t know just exactly what additional 
powers he wanted though I think it was some direct con- 
trol over the portfolios of the commercial banks—‘“If you 
don’t give us additional powers or if the Congress doesn’t 
tell us to stop supporting the Government bond market” 
—those are substantially his words not mine—‘“then, I 
say that this Federal Reserve System is the greatest engine 
of inflation that man could contrive, and the limits to which 
additional money can be created by the will of the banks 
is fantastic.” This is an exact quotation and it is an ac- 
curate statement. 


We in the business world and especially we who hold 
other people’s money for long term investments and future 
use at the end of the long term cannot sit around under 
such circumstances and assume that we in this country won’t 
suffer from extreme inflation, when we know that it has 
happened in other places where public officers have followed 
the easy way and business and financial men did not in- 
sist on their changing from the easy way to the sound way. 


Some of you may say that we should go back on the Gold 
Standard. Some may say, as indeed one distinguished public 
official now seeking to expand his responsibility as a public 
official is saying, “Balance the budget; then it will be al- 
right.” Let me tell you something. What I have been 
describing to you as a source of our excessive money supply, 
of this adulteration of the purchasing value of our money will 
not be stopped by going back on the Gold Standard and will 
not be stopped by balancing the budget. Indirectly those 
changes might bring the continued increase in the amount 
of our bank deposits and of our money supply under some 
kind of control but they have never stopped the printing 
press and they won’t stop this substitute for the printing 
press which I have been describing to you. 

If the banks can still turn in their Government paper— 
they have over $60 billions of it—and get reserves which 
they can use to buy four or five times the amount of assets 
or to make four or five times the amount of loans, it will 
be a long while before the Gold Standard will save us and 
a long time before a balanced budget will save us. We 
must take hold of this monetary matter. We must take hold 
directly of this monetary matter and there is no escape 
from it. 


Some of our banking triends have been saying that it is 
the insurance companies who have been selling Govern- 
ment bonds to the banking system and thereby contributing 
to the inflationary process. In the first place, let me say 
that if the selling of Government bonds by life insurance 
companies is contributing to the inflationary process, it is 
not because the life insurance companies sell but because 
the banking system buys. We in the life insurance busi- 
ness have no power of expanding our holdings into greater 
amounts. If we sell one million of Government bonds we 
can buy only one million of something else. We can not, 
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as the banks can, increase the money supply by four or five 
to one. The banks can do that even when the life insurance 
companies sell. 

Let me say another word for the life insurance com- 
panies—of course I can speak only for myself. We bought 
Government bonds because they were offered as “market- 
able” and “saleable.” They have always been so described 
in Treasury issues and records. Moreover, the New York 
Insurance Law under which we operate forbids us, under 
pain of criminal punishment, to agree with anyone to with- 
hold any of our assets from sale and finally, for my own 
company I have said more than once in reply to the allega- 
tion that the life insurance companies were selling long 
term bonds, that is the 2%s of 59-62 and the 2%s of from 
67 to 72 that Equitable has sold none of these long term 
bonds since the end of the war. 

We in the life insurance business can not agree to give 
up our right to sell but neither the life insurance companies 
nor the banks have any right to expect a guaranteed buyer. 






Let us have a right to sell, if we can find a buyer. That 
goes for life insurance as well as the commercial banks. Let 
us substitute something else for the Government bonds we 
want to sell, if we can do it without increasing the money 
supply of this country by five times the amount of the sale. 
If that slows up the selling of Government bonds by life 
insurance companies and by banks, it is alright with me be- 
cause I think we have come to the point in this country 
where we should not only balance our budget and keep 
our public expenditures within our estimated revenues but, 
in addition to that, make up our minds that we must stop 
doing anything at home or abroad that involves public ex- 
penditures which can not be met without further inflation 
of our money supply. 

I stop short in that unqualified declaration only to say 
that the life of the nation alone justifies a resort to further 
expenditures, which we can not sustain out of the earnings 
of our people, the taxes levied by the Government, or the 
funds borrowed from the people without further inflation. 


Mineral Resources and Human 
Resourcefulness 


A BETTER WORLD FROM MINERALS 
By MAX W. BALL, Director, Oil and Gas Division, U. 8. Department of the Interior, Washington, D. C. 


Delivered at the Installation of Dr. A. 8. Adams as President, University of 
New Hampshire, Durham, New Hampshire, October 8, 1948 


ress has been our ever-increasing use of minerals. The 

rise in our standard of living in the past century is 
without equal in human history. Nowhere in time or place 
has the man who works lived so well, or the man who can 
not work been so well cared for. 

A hundred years ago, only a few could enjoy the world 
of beauty and culture—the world of books and art and 
music and of scenes in far places. Today it is open to the 
many who care to explore it. Only the privileged could then 
attend such a university as this. Today, few are denied the 
privilege if they earnestly want it. Necessities and luxuries 
not then available, even to the few, are now available to 
all. We iive in a new world, even the poorest of us, that 
our forebears of 1848 could not have dreamed. 

That new world has come mainly from our use of min- 
erals. Our per capita use of non-mineral products has grown 
too, but by only a modest amount. Since 1900, food con- 
sumption per person has grown about 15 per cent; lumber 
use per person has fallen 56 per cent and that of wood for 
fuel 65 per cent. Of all the products of field and forest, 
our use per person may have grown by as much as one-fifth 
during the present century. 

In contrast, our use of minerals per person has multiplied 
several times. Each of us uses 2% times as much steel and 
1614 times as much petroleum as our fathers used in 1900. 
In less than haif a century our per capita consumption of 
all minerals has probably risen by 200 to 250 per cent. 

Man once built with wood; today he builds mainly with 
brick and stone and steel. Once he traveled by the power 
of hay and oats; today he travels by the power of coal and 
oil. Rubber made from minerals is already better for some 


, NHE outstanding fact in our American economic prog- 


uses than rubber tapped from trees; before long it will be 
better for most and perhaps all uses. Even our ladies’ grace- 


ful legs are clad in mineral fiber, where once animal or 
vegetable fiber would have covered them. 

Our high standard of living is a product of the machine. 
The machine is made of minerals. The machine is driven 
by minerals. The machine age is a mineral age. 


Is THE MAcuHiNneE AGE Evii? 


The fashion in some circles is to deride the machine age, 
to call it a sordid age, an age when men’s souls are bound 
to the machine. As though the machine and not the man 
were master, as though man’s spirit was more free before 
he had the machine to serve him. 

The fashion is not new. An hour’s ride from here, by 
grace of this machine age, is a body of gray-green water 
called Walden Pond. By Walden Pond, a hundred years 
ago, a young man built a hut, lived in it for two years, and 
emerged to praise the self-sufficient life and to decry in- 
dustrialism, the use of the machine. The machine was evil, 
because it chained man to his work and made him depend- 
ent on the work of other men. If Thoreau was right, then 
our growing use of minerals is not a blessing but a curse. 

But was Thoreau right? Did he prove that man should 
live by his own hand, without aid from the work of other 
men, or that if he did his spirit would be more free? 


THOREAU AND INDUSTRIALISM 


Thoreau built his hut with his own hands, but did he 
find and mine and smelt the iron ore to make the axe and 
saw to build it? Did he forge and shape and temper them? 
He gathered clam shells and burned them and made a hand- 
ful or two of lime; he showed that he could do it. But he 
plastered his house with lime that he bought from a store, 
the product of the work of other men. He hunted and 
fished for part of his food, but did he make the gun or even 
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the fishhook? He grew a garden, but did he make his spade 
or his hoe? 

Yes, he built his own small house and he won a small 
part of his own food, and he had time to think long thoughts 
ar, °o write with a charm few men have equaled. He had 
titer .or the freedom of his spirit. But the time to think 
and the time to write were not the products of his own 
work; they came from the work of other men, the men who 
mined and quarried, who smelted and burned, who wrought 
and fabricated the mineral things he used, the men whose 
work he bought. Some of them in turn may have bought 
and read his book. 

If he had fed, clothed, and housed himself by his own 
sole efforts, without things made for him by other men, he 
would have had little time for abstract thought and no time 
at all to write, and the world would have been poorer with- 
out the beauty of his writing. We owe that beauty, that 
freedom of spirit so charmingly expressed, not to the self- 
sufficiency he praised, but to the industrialism he decried. 


INDUSTRIALISM AND FREEDOM OF SPIRIT 


Ihe industrialism he feared has grown beyond his most 
fearful thinking. Men of cloistered minds still fear and 
decry it. Has it justified his fears and theirs? Has the 
machine ground the color from men’s lives, the freedom 
from their spirits? 

When Thoreau lived by Walden Pond, the typical work- 
man walked to his job while night was still dark, worked 
through the day, quit and walked home when night was 
dark again. ‘To make a scanty living, he drudged for 70 or 
80 or 85 hours a week, every week in the year. Today’s 
typical workman rides to and from his job in his own car. 
He drudges little. He makes a far more abundant living 
in about half the time. The rest of the time is his own. 
He has leisure and unused energy, instead of long hours of 
exhaustion. A similar change has come to all of us, differ- 
ing only in degree. 

Whether we use our leisure wisely or unwisely is beside 
the point. The machine has given it to us to use as we 
will; we have a choice that our forebears did not have. If 
we fail to think as widely and as wisely as we should, if 
we fail to court beauty, if our spirits crawl instead of soar, 
the fault is with us, not with the machine. Industrialism, 
with its increased output per man, has given us each a golden 
age, if only we make it so. 

Increased output per man, the making ‘by each of more 
and more goods for other men to use: that is the meaning 
of industrialism. Each man helps to make goods for other 
men, instead of making goods solely for himself. The more 
he makes, the more other men may have. 


INDUSTRIALISM AND: POPULATION 


That is the meaning that Thoreau missed, and that other 
men of cloistered vision miss today. Because part of the 
world is industrialized, millions of people live better than 
any people have ever lived before. Because part of the 
world is not yet industrialized, millions of people barely 
live, at the lowest level of subsistence. Because countries 
once industrialized have been deindustrialized by war, mil- 
lions live more meanly than they used to live, poorer in 
body and in spirit. If less of the world were industrialized, 
millions now living could not live at all. 

Potential overpopulation has two cures, one negative and 
one positive. The negative cure is to keep people from liv- 
ing, to kill them with war, famine, and disease. The posi- 
tive cure is to produce more, so that more people may live 
on it. The choice is between the Four Horsemen of the 
Apocalypse and the benign genius of the machine. The high 








road of humanity and hope does not run through the valley 
of Walden Pond; it sweeps across the uplands toward more 
and more abundance for more and more people. 


MINERALS AND INGENUITY 


More and more abundance calls for more and more min- 
erals: for more industrialization; for more machines; for 
more minerals to make and drive the machines. Without 
enough minerals the upward road may end, and life as we 
know it in the United States may end with it. How do 
we stand for minerals? 

Someone has said recently that we have used more min- 
erals in the past one hundred years than in the entire pre- 
vious span of human history; that nature can stand no such 
drain; and that presently civilization will stop for lack of 
minerals. I do not question the initial fact; I do question 
the final conclusion. 

We have been using minerals faster and faster since 
man chipped his first flint. Probably we have used more in 
a century than in the uncounted thousands of preceding 
years. We are using some minerals faster than we are 
finding them. Before long, perhaps, we shall have exhausted 
the easy sources of some minerals including some we now 
call irreplaceable. But will man’s inventive genius lapse 
because lead or asbestos or tin is scarce? Will he lose his 
ingenuity because quartz crystals must be made instead of 
found? I see the end for some of our resources, but I see 
no end to man’s resourcefulness. 

This is no armchair optimism, blind and baseless. I preach 
no easy creed that we shall always have what we want, 
where we want it, when we want it. I do not hold, for 
example, that because the oil fields of the United States 
have always yielded all the oil we have needed they always 
will. As I have said elsewhere, that seems to me like an 
old man saying, “Because I have lived to be 98, I will live 
forever.” 

If we are reckless, we may some day exhaust our ready 
supplies of oil and gas and of zinc and graphite and some 
other minerals. Other minerals we shall never exhaust, 
notably magnesium, silicon, nitrates, and salt. If we are 
careful in our use, we shall be a long time exhausting our 
world supply of still other minerals, such as coal and iron 
and molybdenum and potash and phosphate. And we shall 
be poor, spiritless creatures if we do not replace the scarce 
with the plentiful when the need comes. 


ProGREss BY REPLACEMENT 


Note that I say “replace” instead of “substitute.” ‘“Sub- 
stitution” is a loaded word. It connotes using something 
inferior, or at best something just as good but no better. It 
is too close kin to “ersatz.” Man has not progressed by 
accepting substitutes; he has progressed by replacing some- 
thing good by something better. And the something better, 
almost every time, has been something more plentiful. 

I suspect that 30,000 years ago some Cro-Magnon patri- 
arch, squatting by his fire in the valley of the Garonne or 
the Loire, flung away his mammoth bone and said, ““We are 
going to run short of flints to shape into tools and weapons.” 
He was right. Only 250 centuries later enough flints could 
not have been found for tools and weapons; too many men 
needed them. Nevertheless, men had tools and weapons, 
better tools and better weapons than ever, and more of them. 
They were made then of bronze and brass. 

Early Romans were worried about copper to make bronze 
and brass. The mines of Cyprus and of Rio Tinto in Spain 
were about to play out. By that time tools and weapons 
were made of iron, and again were better and more plentiful 
than before. 
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We still use much bronze and brass. We still make 
bronze with tin and brass with zinc, and tin and zinc are 
growing scarce. But day before yesterday, as it were, we 
learned that we can make bronze without tin and brass 
without zinc, and that either bronze or brass can be re- 
placed by another metal, or by a plastic, for almost any use. 

Today we make.our tools and weapons of steel. It comes 
from iron ore, but is better than the iron that replaced 
bronze and brass. The machine age is built of it and on it; 
nearly 95 per cent of the metal we use is steel. 


STEEL AND OTHER METALS 


Steel men are starting to wonder about iron ore supply. 
We have used up most of the great high-grade ore bodies 
south of Lake Superior. We have cut heavily into our other 
high-grade deposits. Before many years, we shall have to 
import more iron ore or mine lower grade ore bodies. 

‘We can get rich ore from Canada or Labrador or Cuba 
or Venezuela, if we want to stand the development and 
transportation costs and revise the geography of our steel 
industry. Or we can run for many years on domestic ores 
somewhat leaner than those we have been using. In time 
we shall have to use still leaner ores, or import more ore 
from farther away. 

Using leaner ores is nothing new. The mines of Cyprus 
and Rio Tinto, which the Romans feared were nearing ex- 
haustion, are still producing copper. A pound of Cyprian 
or Rio Tinto copper probably costs no more in Rome today 
in terms of wheat or labor than it did in the time of the 
Tarquins. The ores are leaner, but mining and smelting 
methods are better. 

Smelting a leaner ore, of copper or iron or any other 
metal, may call for new techniques; it also calls for more 
energy in the form of greater or longer heat. Technique 
we may take for granted; one man or group may miss it 
but some other will find it, when the need is great enough. 
The basic requirement is energy. We can make iron from 
any red earth or aluminum from any clay, if we use enough 
energy. With enough energy, cheap enough to use, our sup- 
ply of metals is almost limitless. 


Sources OF ENERGY 


Part of the energy we use has always come from the 
muscle power of man and beast. Little more than a century 
ago it was our chief source. We got it from slaves, from 
the physical labor of free men, and from horses and oxen. 
Today it is our least important source. The machine and 
the fuel that runs the machine have made it small in our 
total energy supply. 

The rest of the energy we use today comes from water 
power, from coal, from oil, and from natural gas. Last 
year, in the United States 4 per cent came from water 
power, 50 per cent from coal, 46 per cent from oil and gas. 


WatTeER Power 


About 83 per cent of our potential water power is still 
undeveloped, roughly 58,000,000 horse power out of a pos- 
sible total of 70,000,000. We should develop it as fast as 
we need it and as the price for it justifies. It is our one 
present form of energy of which our reserves do not shrink 
with use. Even when fully developed, however, it will 
supply only a small part of our energy needs, probably no 
more and perhaps less than the 4 per cent it supplies today. 


CoAL 


Of coal we have plenty for a long time to come. Esti- 
mates of 4,000 years’ supply, at present rates of use, are 
probably several times too high. The coal may be in the 





ground, but we may not get it out. Much of it lies in beds 
too thin or too deep to mine by present methods. Before 
we need these thin, deep beds, some other form of energy 
will probably have made coal obsolete. Our best coals are 
those most suitable for coking, raising steam, and domestic 
use. They are not too plentiful, especially in beds easily 
mined and located near the larger markets. Nevertheless, if 
we need it, coal can supply us with a vast amount of energy 
for three or four or five hundred years. 


NATURAL Gas 


Of natural gas we have plenty for present markets, if we 
could get it to them. We have been finding it faster than 
we have been using it. When steel supply catches up with 
demand, and we can build gas lines as fast as we wish, the 
story may be different; we may then use gas faster than we 
can find it. 

A curious fact adds to this danger: Federal and state 
governments regulate the price of most gas from the pipe 
line intake to the consumer’s burner; prices for coal and 
oil, the competing fuels, are regulated only by the rule of 
the market place. In many places, gas is cheaper today than 
coal or oil, heat unit for heat unit. If this continues, only 
one thing can happen: the whole of our energy load will 
shift to gas, the supply of which is not big enough to carry it. 

The price of gas at the well is still unregulated, and field 
prices are going up. This may in time restore the competitive 
balance, and keep our gas reserves from premature depletion. 


Oi, ror THis WINTER 


Oil deserves special attention because, as our chief liquid 
fuel, it supplies most of our automotive energy. For this 
purpose, it is less likely than other fuels to be replaced by 
forms of energy not yet in use. It is important today; it 
will be important tomorrow; it will probably continue im- 
portant for many years. 

Last winter we had a shortage of kerosene and heating 
oil. Some of you may have heard about it. You in New 
England were not the only ones who felt it; people felt it 
all across the northern states to the Rockies, and down the 
East Coast to Florida. Statistically it did not amount to 
much; in terms of human inconvenience it amounted to a 
great deal. Supply probably fell short of essential demand 
by no more than a per cent or two, but, when so much of a 
product is used so widely, a small percentage affects a great 
many people. 

This winter looks better. The oil industry has made a 
tremendous effort to bring supply up to essential demand. 
It has spent more than a billion dollars drilling wells, build- 
ing pipe lines and tankers and barges, enlarging refining 
capacity, and increasing storage and distribution facilities. 

We shall have another big advantage over last winter: 
State coordinators, appointed by the governors, and regional 
committees, created by the industry under Federal auspices, 
will be ready to act from the start of the heating season. 
Last winter, for lack of legal authority, the industry com- 
mittees could not function until the heating season was half 
over. 

Supply and demand are still neck and neck, and no one 
can say positively which will be ahead by midwinter. Here 
is the best forecast I can make: if this winter is no more 
severe than last, and if we have no major strikes in addition 
to the present one in California, and no more Texas City 
disasters, and if military needs are not unexpectedly high, 
then no one in the United States should be short of kerosene 
or fuel oil this winter. If too many of these things should 
go against us, we may have brief local shortages here and 
there. Unless something goes seriously wrong, I am con- 
fident that we shall have nothing worse. 
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Our Own O11 Suppiy 


For the longer look, crude oil production in the United 
States is increasing. How long it will continue to increase 
I do not know. The output of old fields declines; new fields 
must be found to take their places. Our present fields are 
producing at their maximum efficient rate; they have no 
excess productive capacity. Demand continues to grow; 
ilready it is 75 per cent above 1938, the last peacetime year 
before World War II, and 11 per cent above the peak year 
of the war. 

We are producing more oil than we have ever produced, 
but we are producing a little less than we are using. We 
are importing more oil than we are exporting, for the first 
time since the oil business started in 1859, except for a brief 
flood of Mexican oil after World War I. We must either 
find new fields faster, or depend more and more on foreign 
sources. 

We shall find many new fields. Much oil remains to be 
found in the United States, perhaps as much as we have 
found already. The question is, how fast can we find it? 
We have found 55 billion barrels in 79 years, and probably 
found the easiest fields to discover. We need to find two 
billion barrels to keep pace with this year’s consumption, 
and more and more each year hereafter. It stands to reason 
that we can not keep it up forever. Some day, sooner or 
later, we shall fail to find oil as fast as we use it. We must 
not waste it, either in producing it or using it, lest we 
hasten that day. 

People talk about running out of oil in ten years, or 
twelve, or some other number. We will never run out of 
oil in the United States. A well gives up its oil more and 
more slowly year by year, after it passes its first flush stage. 
We could not drain our present fields dry in 50 years, or 
100, if we should try. But we will run short of oil from 
our own fields as soon as their productive capacity drops 
below our current needs. Whether temporarily or perman- 
ently, we are short of oil from our own fields now. That is 
why American oil men are so busy overseas. 


O1t Prospects ABROAD 


Geologically, overseas prospects are rosy. Oil is found in 
sedimentary rocks—rocks laid down under water as mud 
and ooze and sand, and hardened by time and pressure. 
Any large area of thick sedimentary rocks is a promising 
place to look for oil. The earth has many such areas. Some 
of them have proved highly productive, in Venezuela and 
Colombia and the East Indies and Mexico and Peru and 
the Argentine. Others, less productive as yet, may develop 
great production. ‘The Middle East and parts of Russia may 
prove the most productive of all. Still other promising areas 
have not been explored. If all the world—even all the non- 
Russian world—were open to free enterprise and free inter- 
change of goods, we need fear no shortage of oil for many 
years. 

Politically and practically, overseas prospects are rather 
vray. The dead hand of nationalization lies on areas of 
great promise. A certain country has some of the world’s 
largest and most promising unexplored areas, but private 
enterprise, even the private enterprise of the country’s own 
citizens, is not permitted to explore or develop. Instead of 
being another Venezuela or perhaps another Iran, the 
country has a single trifling oil field. Another country with 
a nationalized oil industry may have ten to fifteen billion 
barrels of undiscovered oil. To keep step with development 
in the United States, she should have drilled 200 times as 
many wells as she has drilled. Instead of having large 
volumes of oil to export, as she once did to her great profit, 
she has scarcely enough for her own needs. In certain other 


countries, including some of our good neighbors, the door 
is closed to outside capital. 


Risk, Prorir, AND O1Lt EXPLORATION 


Whatever success nationalized industry may achieve in 
other fields, it will not make a success of finding oil. It 
lacks the necessary diversity of judgment and the ability to 
take chances. 

Finding oil is not an exact science. Using all the geo- 
logic knowledge it can muster, it must finally depend on 
trial and error. Even in the United States, with all our 
experience and geologic knowledge, only one exploratory 


‘well in five is productive; the other four are dry holes. 


Nearly every present field was overlooked or turned down 
by many men before someone decided to risk drilling it. 
Nearly every active oil geologist has located many more dry 
holes than producers. 

Government officials just can not operate that way. No 
government official would dare to take one long chance after 
another with public funds, or would last long if he did. I 
am an oil geologist and a government official ; I should know. 

All this is hard to understand, for governments inclined 
to public operation. They think the business of finding and 
producing oil is ipso facto productive of huge profits. They 
think those dreamed-of profits should go to their own cit- 
izens instead of to foreigners and capitalists. They under- 
rate the risk that must precede the profits. They underrate 
the value, and the scarcity, of the huge investments and con- 
centrated experience that make the profits possible. They 
think, in short, that all they need is a loan to make their 
treasuries rich from the profits of oil development. 

They turn their backs, therefore, on the wealth in dollars 
and know-how that oil companies are spending in other 
countries, and on how much those countries are enriched 
thereby. They turn their faces toward the loans from other 
treasuries to put or keep them in the oil business. 

In countries where private capital is admitted, the outlook 
is better, but I should not call it good. The governments of 
such countries also tend to overlook the risk and see only the 
profit, to demand a greater and greater share of the returns. 
Some day, in some countries important to us, the govern- 
ment may take so much that the remaining profit will not 
be worth the risk. That will end their private exploration 
and development. 

American oil men are a hardy race. They will keep on 
knocking on foreign doors, and will enter those that are 
opened, and once inside will invest huge sums on promises 
of fair play. But if through the years they find the doors 
still closed, or having once been admitted find themselves 
squeezed out, then we need expect little oil from outside 
our own borders. 


SYNTHETIC Liguip FUELS 


In that case, and perhaps in any case, we shall turn in- 
creasingly to the development of synthetic liquid fuels. Pe- 
troleum products can be made from natural gas, from oil 
shale, and from coal. A commercial plant is already build- 
ing to make synthetic gasoline from natural gas, but large- 
scale production from natural gas is unlikely; gas is too 
good a direct fuel and too much needed as such. Commercial 
production from oil shale seems just around the corner, and 
in the course of years it could grow to large volume. Pro- 
duction from coal is farther away, but not too far away to 
foresee. 

Synthesis of coal and oil shale uses large amounts of heat, 
which again raises the question of energy. How much of 
the energy in coal, for example, can we afford to burn up 
to turn the rest of the coal into gasoline or fuel oil ? 
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NEED FoR New Sources oF ENERGY 


Thus we come to a full circle. We start with the need 
for more processing energy, the energy to get more metals 
from leaner ones. We turn to water power and fuels, and 
we find ourselves talking again about processing energy, the 
energy to convert one kind of fuel into another kind that 
we want. 

What man needs is obvious: he needs a new source of 
energy, huge, cheap, and adaptable. He has his finger tips 
on it already. By the time he really needs atomic energy— 
to make steel from 20 per cent iron ore, or to make alu- 
minum from ordinary clay, or to replace steel or aluminum 
or some other metal with magnesium—by that time he will 
have it in his hand, ready to use as he will. 

We think of atomic energy as limitless, but all we have 
released so far, or are likely to release for many years, comes 
from a metal. Some day, a few hundred years from now, 
uranium may become scarce. 

By that time, or perhaps long before, we may have learned 
to tap geothermal energy, the tremendous store of heat held 
within the earth. Or we may have harnessed solar energy, 
the heat that the sun pours on us. The sun supplies to the 
United States 1600 times as much heat energy as we now 
use.2. Man will never be short of energy unless he is short 
of ingenuity. 


Tue Neep FoR CONSERVATION 


That man will have adequate energy and adequate min- 
erals for the future gives us no warrant to be wasteful in 
the present. We may exhaust the old before we have the 
new. The change from old to new is not always easy or 
painless. A country or a continent may become poor while 
the world as a whole becomes rich. “Waste not, want not” 
is as good a motto for a people as for a person. 

We shall not want in the United States if we do not 
waste, and if we keep our ingenuity bright and our spirit 
free. 


a. Farrington Daniels, “Solar Energy,’ American Association for 
the Advancement of Science, Washington, D. C., September 15, 
1948. 






THE ACCELERATING RATE OF PROGRESS 


From wooden tool to flint, from flint to bronze, from 
bronze to iron, from iron to steel, perhaps some day from 
steel to magnesium or silicon. From wood to coal; from 
coal to oil and gas and water power; from these to atomic 
energy.; from atomic energy, sooner or later, to solar and 
geothermal energy. What a record, and what a prospect! 
What a monument to the surging, restless, inventive spirit 
of man; replacing something he has with something better ; 
lightening his burden of physical toil; doing less and less 
work with his brawn, more and more with his brain; using 
his brain to devise more things to raise his standard of living 
faster and faster. 


Faster and faster. Much has been said about the accelerating 
rate of progress. It is worth more words than I shall give 
it. From wood to coal took somewhere between 50,000 and 
200,000 years. From coal to oil took about 600 years. From 
oil to atomic fission took less than 80 years. If we study 
the last 150 years, the accelerating speed is still more strik- 
ing: from the steam engine to the locomotive to the auto- 
mobile to the airplane; from the telegraph and telephone to 
radio and television; from photography to the magic lantern 
to silent movies to talking movies to technicolor. The pace 
is now so swift that what we buy may be obsolete before 
we can pay for it. 


In part this is a chain reaction: one invention suggests 
others, and these suggest still others, and thus on and on, in 
geometrical progression. The deeper explanation is even 
simpler: as man gives himself more and more time to think, 
nr omnia of more and more things to better himself and his 

ellows. 


Our Greatest NATURAL RESOURCE 


This is the genius of the machine: it frees the creative 
minds of more and more men from the drudgery of making 
a living; frees them to create more and better things, to the 
benefit of their fellow men. 


So long as men have this freedom in increasing measure, 
we shall not run out of natural resources. Our greatest 
natural resource is man’s resourcefulness. 


Human Liberty 


HOW TO LOSE IT 
By GORDON L. HOSTETTER, Director, The Employers’ Association of Chicago 
Delivered at the annual convention of the National Association of Foremen, Philadelphia, Pa., September 24, 1948 


F ALL the people who have ever lived on the 
earth’s surface only about 3 per cent have known 
freedom, and only as they have been free politically 

have they been relatively free from the most elemental 
pang of human nature—hunger. Hunger has always been 
normal to human beings. For six thousand known years 
most of humanity has not had enough to eat. The ancient 
Egyptians, while building their pyramids, sold their daugh- 
ters to brothels because they couldn’t feed them. The 
Athenians, while attending their democratic elections, left 
their babies in pottery jars in the streets hoping .they would 
be found and taken by someone able to provide food. The 


NOTE: The author offers no apology for his use of some 
thoughts and facts presented by Henry Weaver in his book, 
“Mainspring” and Rose Wilder Lane in “Discovery of Freedom.” 
The truth as told by them should be retold by every om in 


America. G.L. 


French were dying of hunger when Jefferson was President 
of the United States. In Soviet Russia, in the 1930's, thou- 
sands starved. to death while living on some of the richest 
farm lands of the earth. Even to this day famines kill multi- 
tudes of people in China, Africa and India. 

Only on the North American Continent and in a time 
space of scarcely more than a hundred years has a mere 8 
per cent of the world’s people conquered, in the major sense, 
the problems of hunger. 

Why is this so? Have we greater natural resources? No. 
Coal was available to Julius Caesar. The earth contained 
crude petroleum in the days of Alexander the Great. Is it 
because we work harder? No. We work shorter hours and 
get more for our work in the goods of the world than any 
other people on earth. Are we superior intellectually? No. 
Ancient Greece produced intellects unsurpassed in the cen- 
turies that have followed. Do we expend greater energy? 
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No. The history of the world is a story of people toiling 
16 to 18 hours a day merely to stay alive—to obtain sufh- 
cent food to keep soul and body together. That is the con- 
dition of most of the world’s people even to this day. 250,- 
000 years ago in France and Spain people lived in caves. 
In Italy, Greece, Yugoslavia and Russia many still live 
underground like animals. 

WHY, in only a tick of the clock as time goes, has only 
a handful of people, inhabiting only about 7 per cent of 
the earth’s acreage, come so close to complete victory over 
hunger, to say nothing of pestilence and disease? 


THe Answer Is—FREEDOM! 


The answer lies in the fact that these people set them- 
selves free. Free of ancient superstitions that fettered the 
bodies and souls of men; free of governmental doctrines that 
held men in bondage to the King or the State; free of the 
notion that omnipotent wisdom resides in the mind of a 
single ruler and his satellites or bureaucrats; free of each 
other to work out each his own destiny in his own way, 
with his own mind and his own hands, prescribed only by 
a set of rules designed to prevent him from interfering 
with the freedom of others while exercising his own free- 
dom. ‘Thus was released in the affairs of men a driving 
force, an individual initiative, an aggregate accomplishment 
hitherto unknown in all the history of mankind. 

When God created man He not only breathed into his 
nostrils the breath of life. He created him in His own 
image, endowed him with reason and set him upon his own 
feet as an individual. 

‘Therefore, reason is an attribute of the individual and is 
performed by the individual. 

‘Therefore also there is no such thing as a collective rea- 
son. 

‘There is no such thing as a collective thought. 

Collective action, on the other hand, falls into one of 
only two categories: (1) an average drawn upon the 
thoughts of many—a compromise; or (2) the pursuance of 
the directing thought of a single individual or ruling group 
because of fear, ignorance or superstition—often all three. 

RETRACING THE TRAIL OF FREEDOM 

The superstitions of mankind have interfered seriously 
with the struggle for freedom. Savages of prehistoric times 
believed themselves to be governed by Gods of the ele- 
ments—sun, wind and rain. Ancient Greeks thought them- 
selves governed by the spirit of the God Demos, or the will 
of the mass rather than | in cooperation with 
Our word democracy is derived from the name 


individuals 
CAL h other e 


of that God and means majority rule. ‘This superstition 
or error in thinking persists to this day. “he savages and 
ancients thought the common good was more important 


than the individual good, the whole more important than 
the part. ‘This thought or creed motivates many sincere 
people even today and their zeal leads to dictatorships, 
tyranny, and back again to slavery. It’s the creed of all 
collectivists, the exact opposite of freedom and the anti- 
thesis of true civilization. 
ting men tree from men 


Civilization is a process of set- 
a system of privacy in which men 
are tree to dream, to plan, to build as individuals in a co- 
operative, not a coercive society. 

‘The common good of a race, a state, a class, as believed 
by the ancients and proclaimed as their creed by the col- 
lectivists, has been the claim and justification of every 
tyranny ever established over man. 

In all the history of the world there have been not more 
than two kinds of peoples: Those who were free and those 
who were not. There is no such thing as partial freedom 





because the very word “partial” suggests slavery in some 
respects as well as the possible complete loss of all freedom. 
Moreover, the existence of partial freedom means that the 
freedom which is present exists by virtue of a grant pro- 
ceeding from a source arrogating to itself the right to take 
away all freedom. History is replete with the spasmodic 
efforts of men to be free. In fact, it has been during periods 
of relative freedom that mankind has made its greatest 
progress, both spiritually and materially. 

Abraham of the Bible taught his people, 4000 years ago, 
that they were individuals. He also told them of a one and 
only God to whom each was responsible as an individual. 
He thus set in motion a theory of individual freedom and 
responsibility which, from time to time, has fired the imag- 
inations of men in all succeeding generations. Long after 
Abraham, however, one of his descendants, a man by the 
name of Joseph, set up a planned economy down in Egypt. 
The slavery that followed that experiment is known to 
every Bible student. 


THEY BEGGED FoR A RULER 


Later, a man named Moses picked up the torch of Abra- 
ham, re-stated the principle of human freedom, re-dedi- 
cated his people to individual responsibility and led them 
out of bondage. But he had trouble. They had lived too 
long in a society where their thinking had been done for 
them. They didn’t want to be individually responsible for 
their acts. They wanted a dictator. Instead, Moses gave 
them the decalogue—ten rules of conduct, every one of 
which was beamed to the individual. But they didn’t want 
a rule of conduct, they wanted a ruler. So they applied to 
Gideon and suggested that he and his sons after him rule 
over them. He refused and a hundred years later, in their 
effort to escape responsibility, they applied to the Prophet 
Samuel to make them a King. He refused in these words: 

“The King who shall rule over you . . . will take your 
sons and appoint them for himself, for his chariots and 
to be his horsemen, and some shall run before his chari- 
ots. He will appoint his captains over thousands and 
captains over fifties and will set them to ear his ground, 
to reap his harvest and to make his weapons of war. He 
will take your fields and your olive yards, even the best 
of these, and he will take the tenth of your seeds and of 
your vineyards. He will take the tenth of your men- 
servants and your maidservants and your goodliest young 
men and put them to his work. And ye shall cry out in 
that day because of this King ye have chosen.” 

Kincpom oF TrutH REJECTED 

Two thousand years after Abraham came Jesus of Naza- 
reth who renewed and re-energized the eternal truths taught 
by Abraham and the ancient prophets. He taught individual 
responsibility, individual dignity. Moreover, he brought a 
new commandment which, if truly applied, would resolve 
ill of the problems in the affairs of men: “Whatsoever ye 
would that men do unto ye do ye also unto them.” The 
Golden Rule. He also said: “‘I come not to bring peace but 
a sword.’ ‘he truth concerning man’s individual dignity, 
responsibility and ultimate destiny was that sword. He 
sought to establish a kingdom of truth. His people re- 
jected Him. They wanted a temporal kingdom, the kind 
they had sought of Moses, Gideon and Samuel. We all 
know that the Jews got their King. In fact, a whole string 
of them, including the illustrious Solomon, but the time 
came when only a handful of Israelites were left in all 
Judea and those were Roman slaves. 

The Roman Empire was built before the coming of the 
Caesars. For 750 years the Roman citizen enjoyed more 
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freedom than man had ever known before. The Romans, 
observing the failure of the democracies, built their empire 
on a code of laws based on logic. This was a partial recog- 
nition of individual right under law. Their empire lasted 
until the coming of the economic planners, the do-gooders, 
the collectivists who thought the whole more important 
than the part. 


PLANNED Economy RESULTED IN THE DarK AGES 


In 301 A.D. Diocletian, as Emperor of Rome, began a 
system of regulation, planned economy, a New Deal which 
accomplished the final destruction of Roman civilization. 
The wages of the people, the prices of all commodities, in 
fact all human activity was brought under control of the 
State. The law of supply and demand was repealed. Vio- 
lations of government edict were punished by death or de- 
portation. Undoubtedly, social security schemes were de- 
vised. Observe the result. Individual freedom was de- 
stroyed, the people ceased to work, initiative perished. Thus 
began a thousand years of night which has been rightly 
called the Dark Ages. During this period (about 300 A.D. 
to 1300 A.D.) the Roman Empire produced not a single 
poet, historian, painter, sculptor or architect of any note. 
Famines were irequent and in their fight for mere food hu- 
man beings were little better than the beasts of the field. 

Mohammed, re-afirming the truth of individual freedom 
and responsibility as taught by Christ before him, set in 
motion the forces that created the Saracen civilization. We 
owe much to the Saracens. It was they who determined 
that nothing was a number. So they created zero without 
which there could be no mathematics, no science. Our 
houses are furnished, our streets are paved, our cars are 
run, our bodies are clothed with the things the Saracens 
began to create a thousand years ago under a condition of 
individual freedom. 

The Saracens, as a political entity, were destroyed by the 
fanatics of the Crusades who, themselves, until they came 
in contact with the Saracens, were only slightly above the 
level of barbarism. But the influence of the Saracens did 
not perish with political defeat. Christopher Columbus, 
Amerigo Vespucci, Cortez, Coronado, Balboa, Magellan— 
all came from the Mediterranean of the Saracens and were 
the personification of the Saracen spirit of freedom and 
adventure. 

Despite the evidence of the ages—that man progresses 
only under a system of freedom coupled with the machinery 
of cooperative responsibility—the struggle to regulate and 
regiment the people of the world goes on and on: On the 
European Continent countless efforts have been made to 
create the super-state by the destruction of individual free- 
dom. They have all failed, yet the effort continues. In 
fact, the occasional spurts toward economic recovery and 
stability in Europe can be traced down through the cen- 
turies to the periods of spasmodic freedom. 


INDIVIDUAL EFFrorT oF COLONISTS 
SEVERED ANCIENT BONDAGE 


The fires of freedom were being kindled on the North 
American Continent for 170 years before the Declaration 
of Independence. The American colonists, facing a hostile 
wilderness with 3,000 miles of sea between them. and the 
old world of gregarious folly learned the hard way that 
the problem of survival was individual in character. It was 
a case of root hog or die, work or starve, conquer or be 
conquered by the elemental forces of nature. Step by step, 
little by little, therefore, the colonists separated themselves 
from the ancient bondages. They learned by doing that 
man is a kingdom within himself. It was inevitable that 





there should develop a new philosophy of government—a 
philosophy of individual, personal freedom under a system 
of government that would function for man by and with 
his consent, as his servant and not as his master. 


The American Revolution did not begin with the Boston 
Tea Party. It had been in the making for a hundred years 
because Americans had already learned that they were free 
and for a long time they had been rebelling against au- 
thority which pretended to direct and control the initiative 
and creative energy of human beings. 

The American Revolution, at its outset, was leaderless. 
The pages of history do not record a more significant fact. 
The Revolution was, therefore, the spontaneous uprising of 
a whole people who knew they were free. Among them 
were scholars who had studied the rise and fall of govern- 
ments since the beginning of recorded time. They knew 
the weaknesses of monarchies, both absolute and limited. 
They wanted no part of the ancient democracies and they 
knew that collectivism was a reversion to barbarism. Is it 
at all surprising, then, that such men, when they set forth 
their reasons for rebellion, gave voice to the eternal, self- 
evident truth “that all men are created equal, that they are 
endowed by their Creator with certain unalienable rights, 
that among these are life, liberty and the pursuit of happi- 
ness”? 

Proceeding from this premise is it any wonder that such 
men, having before them the lessons of history, would spurn 
the monarchical, the democratic and the collectivist models 
of government and devise a new and different form in keep- 
ing with their own declaration of principles and with the 
character of the people themselves? ‘They were the instru- 
mentalities merely of a whole people who were done with 
oppression. 


AMERICAN RepuB.ic Is Not A Democracy 


So they established a Republic, a representative form of 
government under which the people would be sovereign for 
all time—or so they thought. In order to avoid the possible 
concentration of power in a single head they divided the 
function of government into three parts—legislative, execu- 
tive and judicial. Even this was not enough for free Amer- 
icans. It took nine years to accomplish the ratification of 
the Constitution of the United States and then only after 
it had undergone a set of amendments, commonly called the 
Bill of Rights, every one of which was designed to protect 
the individual against his own government. 

The American Republic is not a democracy. It was never 
intended to be a democracy. The word democracy is not 
to be found anywhere in our Declaration of Independence 
or in our Constitution. The founding fathers of the Repub- 
lic knew that democracy, unrestrained, has always led to 
mob rule, the destruction of minority opinion, the death of 
individual liberty, dictatorship and war. They wanted no 
part of it and thought they had guarded against it forever. 

Much, very much, of our present day difficulty stems 
from the loose employment of the word “democracy” and 
from our sloppy thinking with regard to the nature of our 
governmental form. In fact, the thinking of the American 
people has been so conditioned in recent years as to enable 
demagogues in high places to spurn and by-pass both the 
legislative and judicial branches of our government for the 
purpose of putting over their own pet schemes in the name 
of democracy. To such extent as they have succeeded they 
have weakened the foundations of the Republic, pursued 
the ways of ancient and faulty democracy and, in every 
instance, destroyed, a little, the safeguards of human free- 
dom. 
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A Mere HaNnpFut Founp FREEDOM 


When our Republic was formed the monarchs of the old 
world considered it no government at all and predicted its 
early death. It was quite beyond their capacity to conceive 
of man as being anything but a pawn or chattel of the State. 
But certain of their wise men thought differently. William 
Pitt, the English Parliamentarian, said: “It will be the 
wonder and admiration of all future generations.” Count 
Oronda of Spain said: “This Republic is born a pygmy. 
It has required the support of two such powerful states as 
Spain and France to obtain its independence, but the time 
will come when it will be a colossus even to those coun- 
tries.” 

Thus was a mere handful of the earth’s population set 
free. Free of kings, despots and tyrannies. Free of ancient 
superstitions concerning the divine right of kings. Free of 
each other as individuals to dream, to plan, to build, to 
achieve in an ordered and orderly society of which they 
themselves were the architects. 


The record of their accomplishment, in scarcely more than 
a hundred years, is the wonder of the ages. Nowhere on 
earth, in the whole history of mankind, has there been any- 
thing to compare with it. Yet there are those among us, 
many of whom are our own people, the beneficiaries and 
products of our very own institutions who would persuade us 
that our form of government is outmoded, behind the times, 
out of step with the needs of the people and should be re- 
placed by a collectivist set-up in which the individual would 
be subjugated to the whole, sacrificed on the altar of a 
supposititious mass welfare. 


Prior to World War I our government, founded on the 
individual dignity and freedom of man as enunciated by 
the Christian religion, influenced every other government 
in the world. Today you may travel the world over and, 
with but few exceptions, you will not find a single govern- 
ment that has not succumbed to the pagan concept of 
despotic rule by regulation and regimentation or that is not 
the object of open or insidious attack by the apostles of the 
same doctrine. In less than 35 years we have fought two 
world wars in our effort to stay free. In fact, the issue of 
freedom is still so acute that we find hovering over the na- 
tions of the world the spectre of a third world war—the 
outcome of which may not be the destruction of freedom 
merely but the destruction of mankind itself. 


Man's WuaAL Nature CONFUSES THE ISSUE 


Mankind appears to be possessed of two natures, one 
which cries out for freedom and another which seeks se- 
curity. “These seem to be constantly at war with each other, 
alternating in their control over the people of the world 
at varying times. ‘he extent to which one gains ascendancy 
over the other appears to be governed by environmental 
conditions and educational stimuli. Freedom begets indi- 
vidual initiative, energy, adventure, the will to create. 
Sometimes these are the children of necessity as in the case 
of the American colonists in a hostile environment. But the 
aggregate accomplishment of these is security of the mass 
or whole of the people. If I am indigent, a burden upon 
society, | then make all of society (which is you) a little 
less secure because of my personal, individual indigence. 
The mass of a wheat field is made up of single grains of 
wheat. An ear of corn consists of single grains. The wheat 
is good, the corn is good, in such proportion as single grains 
are good. God Almighty made not a single thing in the 
mass. Single drops of water converging together make the 
mighty deep. ‘The sands of the sea differ from each other 
even as man from man but, together, they make the shore. 





There is no such a thing as the common good, except as 
the individual part is good, any more than there is common 
purity in the face of individual corruption. All nature pro- 
claims these facts. Mankind knows them to be so yet he 
will allow himself to be sold on the idea that society is re- 
sponsible to him and not he to society, as though he were 
not a component part of the social structure. But he has 
fallen for this doctrine countless times throughout the ages 
that stretch behind him. 

He is being treated to liberal doses of it in our country 
today. Sometimes it is handed to him in the raw, some- 
times in the ways of subtlety. It is authoritatively said 
that it is today practically impossible to find in our schools of 
higher learning, including high schools, a single textbook 
which teaches the lessons of individual freedom or the phi- 
losophy of our Declaration of Independence or the Consti- 
tution which made us a nation of federated peoples. 


CoMMUNIsT ConcEPT oF COMMON Goop SPREADS 


We have gone so far in the communist concept of the 
common good that lately there has been pending in the 
Congress of the United States a measure under which it 
was proposed to spend $300,000,000 of Federal money a 
year, beginning in 1949, to aid education throughout the 
States. The Illinois Tax Federation says that under this 
measure, if it should become law, the people of Illinois 
would be taxed $27,000,000 and would get back $7,000,000 
as aid to education. The balance, or $20,000,000, would 
be distributed to other states. 

This is as neat a piece of sovialist or collectivist legisla- 
tion as may be found in either socialist England or collec- 
tivist Russia today. It is symptomatic of a trend that has 
been going on in our Republic during the last fifty years 
and has its origin in the minds of politicians who think, in 
fact are bowing to the doctrine, that the welfare of the 
whole is more important than that of the part. The list of 
digressions from the concept of the early Republic is too 
long to be recorded here. 

A recent survey made of Westinghouse Electric employees 
disclosed that one out of every three persons interviewed 
had fallen for communism; 24 per cent expressed the belief 
that they would be better off under government ownership ; 
9 per cent thought they would fare just as well. 

As against this Mr. Leonard Reed of the Foundation for 
Economic Education said lately that Russia, in thirty years 
under communism, has not produced so much as a button, 
let alone a typewriter, truck or airplane, that could com- 
pete in international trade. 

Our people have been told that 2 per cent of the people 
own 80 per cent of the national wealth. The fact is that 
in the past 30 years 88 per cent of our national income has 
been paid to persons earning less than $5,000.00 a year. 

Forty per cent of our people believe corporate profits ex- 
ceed 25 per cent of invested capital; yet our own govern- 
ment records show corporate profits to have averaged only 
4 per cent in the last 25 years. The highest in any year of 
the 25 was 7 per cent. 

Some of this thinking is born of ignorance due to the 
failure of our business establishment to make known the 
facts but much of it is inspired by a positive and well or- 
ganized force which seeks to destroy our institutions. 


PATERNALISTIC GOVERNMENT FORERUNNER 
or Co.vectivist DicTATORSHIP 


It is later than you think. The forces among us that 
would convert our free enterprise system to a socialized 
economy, our Republic to a collectivist dictatorship, have 
accomplished more than is generally believed. 











John L. Collyer 





87 





How well these forces have worked toward changing the 
dynamic of our society from one of adventure to one of 
security under a paternalistic government—always the fore- 
runner to national bankruptcy and collectivist dictatorship 
—may be illustrated by a few figures. 


From 1869 to 1928 our industry re-invested an annual 
average of 20 per cent of the value of all goods and services, 
thus creating new industry, new ay new jobs for 
our people. 

From 1929 to 1938 this figure fell to wists less than 
14 per cent. 


Here is the reason. Just suppose you had or could get 
together $30,000,000 to start a new business; and suppose 
your gross sales per year amounted to $9,000,000; and your 
gross profits, before taxes, were $2,500,000. The govern- 
ment would take from you and your stockholders, in cor- 
porate and income taxes, $2,270,000, leaving as profit to 
you, the owner, $230,000. In ten years the government 
would take $22,700,000 and leave to you who have taken 
all the risk $2,300,000 for the same period. 


Where does this money go? The total cost of govern- 
ment increased 900 per cent from 1913 to 1941. In a period 
of only 4 years (1943 to 1947) our government collected 
more taxes than in all time since the start of national taxa- 
tion. 


This is the road to government ownership, to dried-up 
wellsprings of private industry, the insidious but nonetheless 





positive approach of socialism, communism and concentra- 
tion of all power in the state. 

How often have we heard it said that our people will not 
stand for another depression such as we knew in the 1930's, 
that they will overthrow our system of private enterprise. 
For what? For the English brand of socialized industry? 
Our system produces twice as much. For the French 
method? We produce 2% times as much. For Russian col- 
lectivism? We produce 5 times as much. We had more 
people gainfully employed at the depth of our depression 
than we employed altogether at the end of 1916. 

Examples of the trend in our country toward a socialized 
or collectivist economy are numerous. Our social security 
schemes are in point, our unemployment compensation laws, 
our Fair Labor Standards Act, the threat of a federalized 
housing program, federalized education, socialized medi- 
cine, are exactly the steps by which individual freedom has 
been destroyed in all ages of the past. 

We, the people, are responsible for this because of our 
receptivity. We clamor for security, completely forgetting 
that except as the individual makes himself secure by his 
work, his thrift, maintaining himself as a free individual 
in an orderly society, there cannot be security of the whole. 

The pursuit of security by way of the state leads in- 
evitably to slavery. Slavery presupposes a master. When 
the state shall have become our master then, as foretold by 
the Prophet Samuel, we shall cry out in that day against 
this master we have chosen. 


The University and “Our Freedoms” 


THE CRITICAL NEED FOR KNOWLEDGE ABOUT “OUR FREEDOMS” 
By JOHN L. COLLYER, President, The B. F. Goodrich Company, Akron, Ohio 


Delivered at the Opening of the Greater Corneil Fund Campaign, 
Cornell University, Ithaca, New York, October 8, 1948 


est assets—is recognized throughout the world for 

outstanding accomplishment in the pioneering of 
sound education. What we have learned here, yesterday 
and today, in the course of this observance of Cornell’s 
Eightieth Anniversary is further evidence of Cornell’s lead- 
ership and vision. 

Future accomplishment depends mainly upon the success 
of the Greater Cornell Fund, in which our alumni through- 
out the United States and in many other lands have demon- 
strated sincere interest and enthusiasm. 

The Development Program encompasses the University’s 
most urgent physical and operating needs and the great 
moral need of our times. It touches the deepest convictions 
of those who see in education the greatest single influence 
for the preservation and the strengthening of “Our Free- 
doms” at a time when the air in every civilized community 
on this globe is charged with a fateful admixture of hope 
and foreboding. 

Every pian that we make for the future is tinged with 
our acute awareness of the peril in which we live. Despite 
this foreboding, we hope—and we have a right to hope— 
that some way will be found to dispel the clouds and to 
establish peace and good-will which all the peoples of the 
world so passionately want. 

But as we hope for peace, we must realize that our first 
concern must be for our actual preservation and the preser- 
vation of things that we cherish and which have given so 


Cs see UNIVERSITY—one of America’s great- 


much to us and to the world. This we owe to those who 
have gone before us and to those who will come after us. 

No one of us here today will underestimate the role that 
education is destined to play in this critical period. We 
cannot ignore the fact that the urgency of these times has 
profound meaning for educators as well as for laymen. 

Early in our history, we Americans created what is in- 
herently a paradox. This paradox is the idea of compulsory 
schooling supported by general taxation but like privately 
endowed education, without detailed goals set by govern- 
ment. On the one hand we require that all Aimericans re- 
ceive a certain amount of formal schooling, and that they 
be taxed to provide it. On the other hand, we insist that 
public-supported education must not involve deliberate in- 
doctrination in the interest of the state. 

We have willingly and cheerfully paid taxes and con- 
tributed privately for education because of our belief that 
it was a good in itself and somehow better for us if we 
carefully avoided insisting upon just what it should be. We 
have been content to leave to the professional educators, 
almost entirely, the major and the minor decisions as to what 
should be taught in the schools, what text books should be 
used, and how teachers should be trained. 

We may reason that this approach has been outstand- 
ingly successful. 

Certainly in terms of literacy and useful knowledge the 
vast majority of the people of the United States are well 
educated. This factor has been highly important in our 
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political, social, and economic development. To millions in 
other parts of the world it has made our Country a Para- 
dise; for it has made it possible for us to preserve our in- 
dividual freedoms while helping us to achieve an un- 
paralleled standard of living. 

Now we are taking counsel on measures that must be 
adopted to steer the nation through what may well be the 
most critical period in its history. Nothing that we hold 
dear will have been worth supporting, blindly or consciously, 
if we as a Nation become only a memory, overwhelmed 
by an alien system which violates everything in which we 
believe. To me, there is in this crisis a striking parallel 
with the crises which led to the United States being the 
first to perfect the atomic bomb. 

‘The world of science had long known about atomic en- 
ergy as a stupendous potential. During years of peace, 
scientists in many countries carried on researches, gradually 
widening the area of knowledge. Probably the scientists, 
and certainly the people, would have preferred that this 
general search be carried steadily forward in the free atmos- 
phere of scientific inquiry, unaffected by the special aims or 
needs of governments or dictators. 

Unfortunately Fate decreed otherwise. We know that 
the mobilization of scientific genius, and industrial know- 
how—of private industry and universities—financed and 
controlled by government in wartime—was undertaken in 
sober realization of the fact that we were swept up in a 
grim competition. We could afford nothing less than vic- 
tory in this race. The alternative was awful to contem- 
plate—yet we knew that the enemy with whom we were 
locked in a death struggle was throwing all available re- 
sources into this ominous gamble. 

So, under this grim compulsion, we had to use an ap- 
proach which was not typically American, as we like to 
think of things American. Scientists and engineers left the 
freedom and quiet of their laboratories; they submitted to 
the demands of secrecy and, in many cases, to family and 
personal hardship. We are proud of the outstanding con- 
tributions which Cornell made in this undertaking. Through 
it all we were guided by the American ideal of teamwork, 
for most every one who participated in this unparallel ad- 
venture did so willingly, and not under compulsion. 

Now what is the parallel that I have suggested, between 
the situation we are facing in education and this cooperative 
experience which made atomic power a reality and which 
is already history? 

It is becoming clearer and clearer that America is like- 
wise an unwilling competitor in another race that others 
have determined to run. Unscrupulous dictators started 
scheming years ago to gain mastery over millions through 
the deliberate debauchery of education as we conceive it. 
Casting aside any regard for the kinship of learning with 
truth, they have seized upon man’s need for education as a 
means of enslaving their own people and of preparing them 
for the shocks and hardships and sorrows of war for world 
domination. These dictators have compelled us to enter a 
contest to see which type of education, theirs or ours, will 
insure survival of the system that practices it. 

1 feel confident that we will triumph in this contest as 
we did in the case of our atomic accomplishment. But the 
requirement is again what it was when we had our appoint- 
ment with Destiny on the never-before-trod field of the 
mighty atom, and time is running out. 

Certainly we will not fend off disaster if we do not, first, 
frankly acknowledge the power that is wielded by this 
devilish process of miseducation under dictatorship. Nor 
will we fend off disaster if we do not, second, mobilize in 
the field of American education the determined will and the 


qualified intelligence that is urgently needed to make our 
brand of education the major bulwark of our embattled 
political, social, and economic system. 

So with full realization that this is a controversial ground, 
I invite you to survey with me the nature of the problem 
which confronts us. 

Today the ferment that characterizes almost every major 
line of activity in the world is conspicuously at work in 
most American schools and universities. I doubt if there is 
anyone in a position of influence, great or small, who is at 
this moment content to defend the status quo. To some this 
appears a time of glowing opportunity to push forward in 
one direction or another. To others it appears a time that 
is troubled because we have already gone too far iri a direc- 
tion which they do not favor. 

One major premise may be stated on which all these 
widely differing individuals and groups agree: what Amer- 
ica is to be tomorrow and for generations to come will de- 
pend largely upon the character of our educational system, 
and the goals adopted by our able educators. 

There is rising, therefore, almost for the first time in 
American life, the conviction that, like the Ship of State, 
education is on a course and that it, too, needs some counter- 
parts for the stars and the magnetic poles by which the 
navigation of all ships is checked. How can we tell whether 
or not we are on the right course, without such reference 
points ? 

That is the preplexing question. It is obvious that new 
conditions in the World require of us, now, a more effective 
appraisal of education. I say effective because as we cherish 
our hopes of a future for those we love, we must now dare 
to put to the test the present effectiveness of our own edu- 
cational system in all its aspects. 

During the 1930’s when I was living and working in 
England I had occasion to make frequent trips to Germany, 
visiting manufacturing plants located in the land then under 
Hitler. I will never forget the impression made upon me 
by the complete domination of the German people through 
the systematic perversion of education, starting when the 
Nazis took over. 

Not a school room, not an auditorium, not a university 
lecture hall or laboratory in the length and breadth of Ger- 
many was free from 24-hour direction by the Ministry of 
Propaganda. By ingenuity and by hammering; by using the 
ear and the eye and the hand and the printing press and the 
loud-speaker, those who had a clear idea of what they meant 
to accomplish, drove ahead remorselessly to eradicate truth 
from minds which already held it, and to instill in minds 
that were still impressionable, a heresy which brought the 
civilized world to the brink of disaster. 

Now we are face to face with another Frankenstein, born 
even earlier of education which is perverted to the ambi- 
tions of a few fallible men. Shall we again be carried to 
the brink of slavery, and possibly of extinction, not because 
of ignorance but because of our sheer gullibility? 

The peoples who have already fallen captive did not have 
the power to resist even if they had had the will. As for 
ourselves, have we the will and have we the power which 
resides not alone in airplanes or bombs or navies or men; 
but also in unity of purpose and strength of conviction? 

If we have this will and this power—and I have not the 
slightest doubt that we do—it is because American educa- 
tion down through the years has served us so well. To it 
we owe the training and inspiration of the vast majority of 
Americans in whose hands our destiny now rests. But the 
burden of decision and of action is always being shifted to 
younger shoulders. The quality of education which met the 
test only a while ago may not meet it tomorrow. There- 
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fore, because of our vital stake in the outcome of the strug- 
gle threatening Our Freedoms we are resolved to take re- 
newed interest in what American education is, and what it 
needs to be, to fulfill its fateful obligation. 

Those of us who are laymen probably share a feeling of 
timidity in becoming actively engaged in this enterprise. 
We respect the centuries-old tradition that has given a 
special place to learning, and the highest distinction to men 
of learning. 

Fortunately, for us, there is an important area of com- 
mon ground upon which we can meet, for there is some- 
thing that we as citizens can and must do for education. 
That is, to provide both private and public financial sup- 
port for it. 

On this subject, it seems to me, the educator has felt, too, 
some timidity. Perhaps in an earlier day the greater con- 
cern for the spirit and the lesser concern for the stomach 
constituted an enviable halo around the head of education. 
It is the people who have created the current problem for 
the school and the university with their desire for more 
education. It is the people who must work out, too, at 
least the financial solution to the problems of education 
today. 

I say without any suggestion of criticism that thus far 
the educator has been more successful in overcoming his 
timidity in coming to us, than we have been in showing our 
real interest in him. If we are to work harmoniously to- 
gether, we must respect each other. That requires, in all 
probability, greater understanding on both sides than has 
sometimes been the case. 

So, I would recommend, first, that we respect the na- 
tures with which we are dealing. There is nothing in this 
crisis facing us that diminishes the need for the fullest free- 
dom of the academic mind. No one can tell where the most 
valuable knowledge is to be found or under precisely what 
circumstances. I believe that anyone who imputes to the 
layman or to the businessman any desire to put education 
in a straight-jacket gives little credit to the intelligence of 
the men who are demonstrating their understanding of fun- 
damentals in their own fields. 

Those outside the walls of universities owe much to the 
great tradition of academic freedom. Without it many a 
discovery would never have been made, opening up thou- 
sands of possibilities for laymen to develop for practical use. 

We cannot escape the conclusion, however, that there is 
something equally real and equally important that we all 
must recognize as academic responsibility. This has attained 
a stature not dreamed of years ago, and it has attained this 
stature because of the great dependence upon the academic 
world—of government, business, agriculture, labor, the pro- 
fessions and the arts. 

Educators in America exert an unique influence which is 
far greater than that exerted by any other group in Ameri- 
can life. The reason for this is, of course, that educators 
are daily making their imprint upon the convictions of the 
young; it is through them that our boys and girls acquire 
learning before experience, and often act accordingly. 

Businessmen—and I always include farmers as business- 
men, because farming is, in reality, business in a special set- 
ting—are, by nature and training dealers in assets and lia- 
bilities. Their lives are spent weighing financial outlays 
against their worth as investments. These men naturally 
view the investment in education by their own standards 
and criteria. They are aghast at any blue-sky offering, in 
whatever field it is put forward. Is it surprising, then, that 
they are sometimes baffled at what appears to be the re- 
luctance of some educators to discuss the methods and the 
goals of organized education, in terms of results? 









It seems to me that results are of prime importance in 
the field of education. Every alumnus, inspired and trained, 
who has gone forth from Cornell to play his part in the 
world, is a living, breathing result of the vision, the plan- 
ning, and the performance of Cornell’s faculty, adminis- 
tration and trustees. 

Our purpose now must be to add another yardstick for 
the measure of American education—though we shall con- 
tinue to be jealous of the success attained by Cornell men 
and women. If we are to apply a new and broader yard- 
stick, it is only because of our conviction that the frame 
within which individual men and women will make their 
lives in the years to come, is fully as important as the special 
talents that they may develop through education. 

The frame of “Our Freedoms” has been largely taken 
for granted. It was never seriously challenged until re- 
cently. It had not seemed to be of paramount consequence, 
therefore, whether education provided a thorough under- 
standing of this frame. Today that need is critical. 

I will cite you just one illustration. Not long ago a re- 
search center made a scientific survey among grownups in 
the United States to find out what they knew about the 
Bill of Rights, the cornerstone of the great structure of our 
Freedoms. The survey was a saddening and an illuminating 
one, for it shows how far we are from a working under- 
standing, on the part of our people, of the true foundation 
of their rights and freedoms and responsibilities. 

Thirty-one per cent of the people said that they had never 
heard of it. One asked “What's that—some new-fangled 
idea again?” 

Twelve per cent gave a confused or incorrect identifica- 
tion, such as “women’s suffrage” or “prohibition.” 

Twenty-one per cent—only twenty-one per cent—of the 
men and women interviewed had a reasonably accurate idea 
of what the Bill of Rights is. 

Dr. Day recognized this lack of knowledge years ago. In 
an address at the University of Buffalo before the war— 
February 22, 1939*—he said in part: 

“The most serious of all threats to democracy is the in- 
difference, complacency, and ignorance of those who have 
shared democracy’s benefits. 


“We Americans simply take democracy for granted. We 
have no awareness of what we would suffer if our demo- 
cratic privileges were removed. We fail to sense what 
espionage, terrorism, completely arbitrary and despotic rule 
would mean to us individually. We make no sustained effort 
to understand what democracy is. We are prone to think 
of it as a system of government rather than as a form of 
human relationship in which men and women of every class 
and creed live together in peace.” 

This state of affairs is why I believe that courses in “Our 
Freedoms” should be offered in our schools and colleges 
and universities and proficiency tests required. 

The knowledge of Our Freedoms and our Way of Life 
can be provided through education. What is really needed 
most is the conviction that this job needs to be done. We 
can rely on the educator to develop the materials and tools 
that are required. 

It is my belief that “Our Freedoms” are a definite some- 
thing. What they are—enabled the United States to come 
to the rescue of many nations in their resistance to Hitler’s 
program of world domination. What they are—is now 
making it possible for several other nations to emerge from 
the chaos of war. What they are—makes life better for 
Americans. In other words, “Our Freedoms” are recog- 
nized by their fruits throughout most of the world. 


* Vital Speeches Vol. 5, No. 12, Page 371. 
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All the years of our own education, “Our Freedoms” is 
the one subject which was never taught, as such. America’s 
educational system, fine as it is, has assumed that the whole 
is the mere sum of its parts. Our schools and colleges and 
universities have been teaching history; economics, philoso- 
phy, literature, geography, the sciences and many other 
subjects—apparently under the assumption that the knowl- 
edge of each as it pertains to the United States would give 
the student all that he needs to know about “Our Free- 
doms” and their difference from Communism, Fascism, 
Regimentation and Socialism. 

Long before the birth of any man or woman in this room, 
the United States took a great step forward in the field of 
education and I think that it is no exaggeration to state 
that we meet here tonight as free men largely because of 
decisions reached and legislation passed while the Civil 
War was still in progress. This precedent is of extreme 
interest, | feel, for it indicates that education and academic 
freedoms need not be without stated objectives. 

Almost a hundred years ago America was primarily an 
agricultural nation. Some far-visioned people formulated 
a plan which resulted in the establishment, by legislation in 
1862, of Cornell and other land grant universities. Through 
yrants of public lands to the various states in the Union, 
the Congress took the initial step in setting up land-grant 
universities, dedicated to ‘‘research and teaching in agricul- 
ture, the mechanic arts, and military science without ex- 
cluding other scientific and classical studies.” 

It is more significant that from Cornell and these insti- 
tutions came the thousands of trained minds and practiced 
hands to develop the farms and to perfect American indus- 
try, establishing year after year new world standards for 
their performance. Unquestionably the power of American 
industry, brilliantly exemplified in the miracle of produc- 
tion and scientific achievements in World War II, and the 
productivity of American agriculture, have their roots in 
this land grant plan. 

The people of the United States gave what they had to 
give, in that day—public lands. They reaped an undreamed- 
of benefit. It was largely a material benefit. Today we see 
all too clearly that our preeminence in a material sense is 
not enough. 

Can we not expect that the American people will give 
what they have to give today—some of the personal wealth 
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that they have gained through the blessings of “Our Free- 
doms ?”’ 

I am sure that when American education states to the 
American people, “We can accomplish for you that which 
you most passionately desire—the strengthening of the foun- 
dation of your freedoms,” there will be an enormous impetus 
to private endowment and all that this will make possible. 

The solidarity of interest that this distinguished gather- 
ing here tonight dramatizes, exists to be built upon. We 
are not all qualified by experience, insight, and skill to 
formulate the plans for accomplishing soundly and quickly 
what seems to be so urgently needed. We as laymen will 
continue to look to our educators for the ideals, the stand- 
ards, and the methods. 

I believe that you share my hope that in the years to 
come generations now unborn will read and hear how after 
the second World War when the freedoms all men cherish 
were endangered, a remarkable endeavor gathered momen- 
tum in the United States of America. 

It seems—perhaps they will recall—that after devoting 
a century to an almost miraculous conquest of nature, the 
American people with unerring wisdom resolved that they 
would learn all that education could teach them, about the 
institutions and ideals which make it possible to foster and 
preserve freedom. In this way they received an understand- 
ing which equipped them to fulfill their individual and team 
responsibilities in citizenship. 

To those who will come after us this will seem to have 
been the kindling of a new light for mankind, for, passed 
from mind to mind throughout the world, this understand- 
ing of the roots of freedom will bring light again to peoples 
over whom darkness has already fallen. 

Cornell—always a living example of “Our Freedoms”— 
after months of deliberation and study by the Faculty—is 
now embarking on an undertaking which has as its objec- 
tives the defining and teaching of “Our Freedoms” and the 
challenging of the Nation’s educators in this sphere of knowl- 
edge which urgently needs sound but prompt attention. 

I feel sure that Dr. Day will tell us more about this pro- 
gram which is still another excellent reason why an invest- 
ment in Cornell is an investment in the continuation of 
“Our Freedoms,” an investment that makes all other in- 
vestments worthwhile—an investment that will do much to 
ensure the freedom and well-being of our children and 
grandchildren and generations to come. 


EDUCATORS MUST PROVIDE “MORAL SYNTHESIS” 


By MRS. RUSTIN McINTOSH, Dean of Barnard College, New York, N. Y. 
Delivered at the Herald Tribune Forum, New York, N. Y., October 19, 1948 


OTHING can be more important in a free society 
N than the clear statement of goals for education. 

These goals, moreover, must constantly be re-ex- 
amined in the light of current conditions, so that education 
remains a dynamic force, effective in the lives human beings 
are called upon to live. 

Our country is in great peril at this moment because of 
confusion as to what our educational institutions must 
achieve if our way of life is to survive. Our belief in sound 
intellectual training and scholarship may be undimmed, but 
we know that these are not enough. We have witnessed 


the destruction of a German culture which was fathered 
by the greatest university system and the most elaborate 
scholarship the world has ever known. We have lived 
through the dawn of a new age with the harnessing of 
atomic energy, and we know that research even into the 
ultimate secrets of science is not enough. We must some- 
how go further in educating the whole man, so that scholar- 
ship is made effective through harmonious personality and 
so that research is animated by an idealism which can use 
it for the good of mankind. 

Strong voices of leadership have chartered for us certain 
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important areas. The progressive education movement, 
born under the aegis of Horace Mann and John Dewey, 
has aroused American teachers to realize the connection 
between the academic process and the development of per- 
sonality, influencing even those who most disagree with 
them. Columbia College, after the first world war, set 
its standard firmly at the head of those who believed in 
education for citizenship in a democracy, a standard more 
recently taken up by the Harvard faculty, and in the last 
few days raised wholeheartedly by President Eisenhower. 


FurtTHER GOALS 


I wonder whether even these important goals are enough. 
Those who have concentrated on the personality as such 
have succeeded often in developing superficial, egocentric 
young people, lacking in discipline and woefully ignorant 
of the great cultural and religious traditions through which 
man has emerged from group savagery into individual free- 
dom and opportunity. The call to responsibility for citizen- 
ship in a democratic society, noble as it is, cannot create 
good citizens; nor can courses in contemporary civilization, 
social studies, current events—call them what you may— 
in themselves create the good life. 

What goals then are needed which will make education 
truly effective for our time—the most difficult period, prob- 
ably, in history? I believe that as teachers, at every level 
of the educational process, we must first come out of our 
ivory tower and face with candidness and humility the 
world for which we are educating our students. Suppose 
we can for a while forget the international picture and 
regard honestly our own culture. What are the character- 
istics of the present-day American scene? 

We live in a world which, beyond a shadow of doubt, 
makes good living intensely difficult, especially for the 
young. Our mechanical genius has created a series of hu- 
man problems which have not yet been adequately analyzed. 
Our overcrowded cities make life hectic and abnormal for 
a large proportion of our population. Our highly developed 
movie and radio industries provide entertainment which 
is too stimulating and often thoroughly artificial. The lack 
of quiet family routines and the difficulty of giving chil- 
dren responsibility in our complicated society all contribute 
barriers to the normal development of intellect and per- 
sonality. 

Thus we find that our highly esteemed civilization has 
resulted in an environment which destroys the very qualities 
which have produced it: initiative, independence, intellec- 
tual resourcefulness. Because young people are dependent 
on outside agents for their recreation and for the actual 
mechanics of living, many of them never learn to read nor 
to create for themselves a leisure which inspires creative 
activity or independent thought. A generation which has 
been born in confusion, suckled in tumult, reared with 
cars, radios, movies, comics and picture magazines can 
hardly be expected to mature as reflective, sober, well- 
rounded young people. 


“INTELLECTUAL EXCITEMENT” 


Our first goal must, therefore, be to impart to young 
people the freshness of intellectual excitement, the oppor- 
tunity for independent and creative activity, the delight in 
discussion and discovery that form an essential part of true 
education. A teaching staff in school or college who be- 
lieve in their responsibility to impart these to their students 
will find ways of giving them, through constant re-evalu- 
ation of their subject matter and methods in the light of 
the needs of their time. I submit that the actual content 
of course is not so important as the method by which it is 
presented; that the material of the curriculum is insignifi- 











cant in comparison with the quality of those who teach. 
Thus, Thomas Arnold of Rugby could influence hundreds 
of English boys to accept the call of duty and of citizenship 
not through expensive “integrated” courses but through the 
sheer force of his own conviction and the clarity of his own 
goals. So have devoted teachers through the ages met the 
challenge of their own time. 


Even more difficult for young people than external com- 
plexities are the moral confusions of our time. A funda- 
mental hazard lies in the frequent shift in parental stand- 
ards from those in which a duty is performed to God and 
one’s fellowmen to those which estimate material success 
and pleasure-seeking as the ultimate goals in life. Adults 
have a right to live their lives in their own way so long 
as they do not hurt others; but the effect on children of 
such attitudes has not been honestly faced. 


Important also is the change in attitude toward marriage 
and sex. No longer can children count on a home which 
will be kept intact. It is difficult now for parents to hand 
on to children clear-cut standards of what is right and what 
is wrong in the relations of the sexes and in the set-up of a 
marriage. The air is blue with insistent voices, presenting 
“new” attitudes—stemming actually from the monkey and 
the cave man—analyzing behavior as “normal” which in 
the past we were accustomed to associate with the gutter. 
Our society may ultimately gain from these attempts to 
face honestly our own weaknesses; but at the moment the 
confusion is great, and sociéty seems to deny all the pre- 
mises which have given dignity to living. 


“A Morar SynTHESIS” 


What goal can possibly be established that will meet the 
situation presented here? Is it our business as educators 
to grapple with the problems of our generation and to pro- 
vide a moral synthesis which can guide our students wisely 
through a mass of contradictory concepts? I believe that 
this moral synthesis should be a major objective of educa- 
tion, but that it can be provided only through freedom of 
inquiry and discussion, and by the personal idealism of the 
administrators and teachers who themselves cannot escape 
the necessity of coming to terms with the major problems 
of living. In this we are surrounded by a cloud of wit- 
nesses: great teachers, from Socrates to Whitehead and 
Toynbee, who were aware of the moral and spiritual im- 
plications of knowledge, and accepted fully the responsi- 
bility for passing these on to their students and to the 
world. 

The greatest educational challenge of our time is thus 
formulated in the necessity of making teaching, on the 
school or college level, the great function which it has been 
historically, and which the urgency of our time demands. 
Graduate schools and colleges which glorify research and 
publication at the expense of the art of teaching are guilty 
of a grave and perhaps irreparable sin against civilization. 
Communities which spend millions for alcohol, cosmetics, 
tobacco and amusements—and what is left over, for schools 
—are committing spiritual suicide. We, the educators of 
America, who meet endlessly to make and listen to speeches 
keyed to the superficial aspects of our problem, are con- 
victed of letting our world slide into an abyss of techno- 
logical and moral confusion while we have been concerned 
with what Professor Howard Momford Jones calls the 
“polite fictions of genteel tradition.” 


Our high privilege, as well as our own duty, requires us 
to face the problems of our time with honesty and courage. 
Man can apparently rise to supreme heights only when 
faced with supreme crisis. To meet such a crisis we as 
teachers are called today. We shall not fail. 
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Birth to Burial Health Insurance 


COVERAGE PLAN FOR LIFE INSURANCE COMPANIES 
By CHARLES A. TOGUT, Associate Executive Director of the Manhattan General Hospital, New York, N. Y. 


Delivered before the Kiwanis Club of New 


HAT is the proposed Compulsory Health Insur- 

ance program sponsored by the Federal Govern- 

ment, ofttimes called ““Womb to Tomb” legislation ? 
What will its impacts be on our social, political and eco- 
nomic life? How important, how vital is this issue in the 
pattern of American living? 

‘The health of the people is the greatest single asset of 
the nation. Illness is the most important single cause of 
economic and social dependency. Medical care is America’s 
most essential industry; without it our peoples would perish. 
Eight and one-half billion dollars is spent annually for this 
fundamental service and over one million two hundred fifty 
thousand Americans devote their energies to the betterment 
of humanity. Sixteen million Americans, one out of every 
eight in these .forty-eight states, enter our hospitals each 
year and stay for a total of four hundred forty-five million 
hospital days. One hundred million visits are made to our 
clinics and countless millions seek medical assistance at the 
doctors’ offices. “Tragedy struck at the home and at indus- 
try last year when our nation lost four million three hun- 
dred thousand man hours of work and twenty-seven billion 
dollars in national wealth through sickness. Prosperity or 
chaos, the ravages of uncontrolled disease is far more de- 
structive than total atomic war. 

We here today are not concerned with the technical or 
scientific phases of medical care, for we are all agreed that 
as a profession medicine has marched forward during the 
last century and especially during the last forty years. Its 
progress in understanding the human body and in perfecting 
techniques and instruments is almost unique in the history 
of civilization. Within the span of a single lifetime, the 
widespread utilization of anesthesia, surgery, bacteriology, 
physiology and radiology has revolutionized medicine. The 
advances made in the control of disease is indicated by the 
downward trend of the death rate from seventeen per one 
thousand population in 1900 to a little over ten per one 
thousand population in 1947 representing a savings of over 
one million lives in 1947 alone. Life expectancy at birth 
increased from forty-nine years in 1900 to sixty-seven years 
in 1947; in other words we are living an added eighteen 
years as compared to our counterparts in 1900. What group 
or industry can lay claim to such magnificent progress in 
preserving the welfare of our people, expanding cultural 
and scientific fields and solidifying our posterity? The doc- 
tors of America, not the implements of war, are the first 
line of defense. 

Let us, at this moment, turn our attention to the disturb- 
ing problems of medical care and the political aspect of 
modern medicine in America today. A problem so dearly 
allied to our daily lives, so precious to our normal existence, 
so interwoven in our complex economic structure, that the 
casual thought of the political doctor, unscrupulously guided, 
stirs distress in every American's soul. A problem loaded 
with economic, social and political explosives. We here de- 
cree that medicine’s most deadly enemy is not cancer or 
coronary, but pernicious political piracy. The corrupt, sense- 
less thunderings for compulsory health insurance is batter- 
ing asunder the sacred endowments of that priceless heri- 
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tage of medical freedom and progress which the pioneers 
of medicine gave freely of their lives and the doctors of 
America are today giving theirs. The foundations of our 
nation’s security—civil, religious and economic liberty— 
will perish from this continent with the inception of social- 
icc) or federalized medicine; for democracy and freedom 
are the indispensable conditions of human progress. 

Several years ago the Federal Government conducted an 
organized survey to determine the adequacy of medical care 
in our country. The cost of this alphabetical division was 
in excess of several hundreds of thousands of dollars. The 
conclusions bulged with political intrigues and perversive 
leanings. Compulsory medicine was forcefully recommended 
as a working organ of the Social Reform Legislation. Then 
the parade began. The flag was hoisted and the guns began 
firing. Agitation for a change in the structure of medical 
distribution was on a national scale. Subversive elements 
joined hands and actively supported the Wagner-Murray- 
Dingell bill, commonly characterized as the “Cradle to 
Grave” social security protection for one hundred twenty- 
five million people. Had these proposals become the law of 
the land the private practice of medicine would have been 
committed to death and medical science and progress doomed 
to disaster. For the moment we vest in Government the 
care of the body, we imprison the political soul of every 
voter. The paralyzing strangulation of the country’s fifty- 
five million voters through the politically controlled and 
dominated doctor would be the lost horizon of contaminat- 
ing bureaucracy. 

The legislation was defeated, but the souls of the agita- 
tors, dormant for several years, stirred the nation’s com- 
placency on September second of this year. Oscar R. Ewing, 
Federal Security Administrator, issued his now famous red, 
black, blue and white report to the President of the United 
States, in which he outlined the Nation’s Health, a Ten 
Year Program. The President promptly endorsed the pro- 
gram and urged immediate consideration for enactment into 
legislation. The report consists of one hundred eighty-six 
pages of dazzling statistics and phenomenalisms; a newer 
testament. The most startling proposal ever conceived by 
man to transform the healthiest nation on the face of this 
troubled globe into a sickless America. The government 
proposes to become the shepherd of our ills and of our souls; 
the custodian of every stomach ache, ear irritation, ap- 
pendix, gall bladder, pregnancy and a thousand and one 
other diseases and maladies. Born at one—dead at one 
hundred and fifty—the government’s prescription; the in- 
tervening years of honey, charm and security, the govern- 
ment’s first attempt as the Lord’s substitute. 

Here are the proposals: 

A concerted effort to reduce sickness and premature death 
and to promote individual and community welfare by pro- 
viding for all the peoples medical, dental and hospital care 
through the creation of community clinics, community hos- 
pitals, district hospitals, special hospitals and medical centers. 
To increase sharply our professional manpower through 
training programs and through financial and other support; 
to expand medical colleges, training schools and teaching 
hospitals and to establish new ones until, by 1960, our an- 
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nual production of medical manpower in all categories has 
increased by forty to fifty percent from our present supply 
of physicians of 190,000 to 227,000, dentists from 75,000 
to 95,000, nurses from 318,000 to 443,000, non-federal 
hospital beds from 900,000 to 1,500,000 and other support- 
ing personnel by comparable proportional amounts. 

To provide that all people shall have access to such 
health and medical services as they require through a sys- 
tem of insurance covering all the people. The ultimate 
goal is one hundred percent coverage for every man, woman, 
child and those in being. Services to include physicians 
care at home, at office, in hospitals, clinics, preventive medi- 
cine, diagnostic and therapeutic treatment, periodic health 
examination, special services, hospital care, medications, den- 
tal care and home nursing services; also, a program for 
health maturity, chronic disease, rehabilitation for handi- 
capped and child health. 

Who is to pay for this ambitious plan? 

Exclusive of the medical care ‘program approximately 
four billions one hundred millions is to be spent annually 
from general tax receipts. In addition, under the proposed 
compulsory health insurance plan a tax on payrolls of four 
percent of the first four thousand eight hundred dollars of 
earnings, divided equally between employer and employee. 
Based on an estimated national income of two hundred fifty 
billions of dollars by 1960 and about one hundred forty five 
billions of dollars of compensation for wages and salaries 
the cost will be about five billion eight hundred millions of 
dollars or a total yearly outlay of nine billion nine hundred 
millions of dollars, controlled, financed and operated by 
the Federal Government. This sum, of course, is in addi- 
tion to over five billion five hundred millions of dollars 
contributed annually by labor and capital for present social 
insurance. The combined totals will be greater than the 
amount spent for national defense in 1948 of over ten bil- 
lions of dollars; be greater by billions than the entire an- 
nual budget, including debt retirement, of the United States 
Government for the years from 1929 to 1939. The plan 
is now called contributory health insurance whereas two 
years ago similar proposals were called compulsory; yet 
it provides a tax on payrolls as does the social security and 
unemployment insurance programs and there is nothing 
contributory about those taxes; they are compulsory and 
mandatory. 


A precious bit of propaganda introduces Mr. Ewing’s 
report; namely, that three hundred twenty five thousands 
of people die each year whom we have the knowledge and 
skills to save. In 1947, 191,243 people died from cancer, 
yet we have spent over three billions of dollars for atomic 
research and not a.dime for cancer detection; 456,482 peo- 
ple died from heart disease and not a dollar for coronary 
correction. (Guarantees of professional liberties are enun- 
ciated in Mr. Ewing’s bill of rights for the doctors, dentists 
and others but under governmental domination and dicta- 
tion those liberties and freedoms are quickly reduced to 
political slavery. The enactment of the proposed legislation 
would immediately deal a death blow to the private prac- 
tice of medicine, every Blue Cross Hospital Plan, non- 
profit medical and surgical plans, insurance plans of medical 
reimbursement, industrial and labor medical and _ hospital 
plans and every charity devoted to any of the intended 
objectives. 

Such legislation will rupture the fibres of our democracy 
for political doctors become political tools and _ political 
affiliation becomes the measure of professional ability. Some 
will contest this statement, but politics and human nature 
stand firm against human suffering. The health and wel- 





fare of our people must never become the experimental or 
proving grounds of political security and survival. We 
should not plague our liberties and our blessings with un- 
wise, ill considered legislative constrictions. 

On July fifth of this year the National Health Services 
Act became operative in Great Britain. It provides that 
free medical, dental and nursing care is made available for 
all who want it. That out of general taxation the general 
public is entitled to free medical care, free medicines, drugs, 
appliances, maternity services, hospital and specialist serv- 
ices, care of the teeth, eyes, hospital care, public health 
nursing services, child guidance, industrial health services, 
mental health services and environmental health services. 
In time children w il be conceived by governmental decree. 
The general practitiouers are paid an average of three 
hundred pounds per year or the equivalent of fifteen hun- 
dred dollars for which he is compelled to render complete 
home and office care. The Minister of Health is empowered 
to buy hospitals and to disclaim others. Health and medical 
services are now completely socialized in Great Britain; 
a likely pattern to be followed in this country should our 
shields ot vigilance be lowered. 

The German people’s experience with social insurance 
makes intriguing history. Introduced in 1883 by Bismarck 
it became a powerful political weapon of Hitler, who found 
that the German people were willing to sacrifice their lib- 
erties for false security. By 1928, eighty percent of the 
German doctors were participating in the system and their 
pay averaged two thousand six hundred and twenty dollars 
annually and constituted sixty percent of all medical earn- 
ings. 

However, the accomplishments of the past in medical 
progress and research are secondary to the needs of the 
present and of the future. Medicine is a great profession 
endowed with centuries of tradition. The spread of educa- 
tion and the augmented capacities of health create enlarged 
demands for service, so that medicine is increasingly exposed 
to the pressures of social changes. We cannot and must not 
accept the denunciations of controlled propagandistic pro- 
grams of organized medical and commercial groups as the 
vehicle for repelling the commotion for Federal medicine. 

The American people will not accept accusations, nor will 
they accept statistics when confronted with critical issues of 
inadequate medical care, geographically deficient hospitals and 
other vital services. Statistics and a “do nothing policy” 
never cured peritonitis, nor set a fractured leg nor delivered 
a baby in the country. For those who roar and blast that 
social medicine will never invade our guarded shores, we 
repeat that it has happened here and can happen again. 
The American people demand that adequate and competent 
medical care be made available to all irrespective of station 
in society for every American shares in the equality of 
suffrage. 

Leadership in medicine and in industry cannot fail to 
recognize that the changing social and economic order im- 
peratively demands prompt and concise action; modification 
of the economics of medicine and unified and concerted 
efforts in the evolvement of a sound voluntary national 
health program to serve all the peoples. 

In May of 1947 The Brookings Institute undertook a 
study of compulsory health insurance at the request of 
Senator H. A. Smith, Chairman of the subcommittee on 
Health of the Senate Committee on Labor and Public Wel- 
fare. The conclusion drawn was that compulsory health 
insurance would necessitate a high degree of governmental 
regulations and control over personnel and agencies pro- 
viding medical care; that it is improbable that politics could 
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be eliminated from medical care supplied under a govern- 
mental system, that the injection of government into the 
relationship between practitioner and patient might impair 
the quality of medical care and that difficulties in the ad- 
ministration of a fee for service system would probably 
résult in the adoption of the more highly socialized per 
capita or salary system. It seems questionable whether a 
country which once embarks on compulsory health insurance 
can turn back but must attempt to remedy defects by more 
complete governmental control and administration. 
Here is a bit of history: 


After thirteen years of planning and devising, the doctors 
of America have failed to organize workable medical plans 
for our people. This, we regretfully submit, must be at- 
tributed to the doctors failure to shape their economics to 
present demands; and their failure to recognize the fluid 
nature of our society and their failure to make sacrifices, 
not in the care and treatment of our peoples, but in their 
philosophical! and ideological concepts of the economics of 
modern medical care. Pride and prejudice. That is the 
unadulterated truth and it is anatomically painful. Doctors 
cannot freeze their commercial independence under the 
cloak of constitutionalism when the welfare of the public 
is in jeopardy. 

Coordinated with sixty five Blue Cross Hospital Plans 
throughout the country are medical plans covering only 
seven million people. Several hundred other voluntary proj- 
ects have a membership of over two million. The total is 
less than seven and one half percent of our population and 
these plans are not all inclusive; the majority cover medical 
and surgical care during hospital stays. Medicine cannot 
satisfy the American people that the present method of 
medical care is unbeatable; that quality of consumer appeal 
bears fruit only for the opposition. Americans are tolerant 
but inactivity leads to distrust and clamor for change. A 
vigorous offensive is the best defense against treacherous 
agitation. 


The growth of voluntary hospital plans has indicated 
a much healthier trend. Beginning in 1937 with twenty- 
eight plans and five hundred thirty-five thousand members, 
they have prospered with consistent membership increases 
so that at the end of 1947 there were more than twenty- 
five million people covered in forty-six states. Last year 
the Blue Cross plans paid to hospitals in America over two 
hundred millions of dollars for more than three million 
members hospitalized. But hospitalization is not sufficient; 
coverage of necessity must be limited. Medical care still 
remains the unsolved equation. Fifty cents of every dollar 
spent for medical care went to physicians and for drugs 
and only sixteen cents for hospital care. 


The heads of civic, industrial and medical groups are 
cognizant of the economic disabilities associated with the 
payment for medical services from income. There is gen- 
eral agreement that the greatest health problem in the coun- 
try at the moment is that of securing an adequate dis- 
tribution of modern medical services to our people. 

Forty million Americans in our resourceful states can- 
not buy medical care. ‘They are destined to accept charity 
and forego essential medical treatment because the expense, 
being unpredictable, proves catastrophical to normal exist- 
ence. An additional fifty million beings are desperately 
seeking the answer to economic unpreparedness for medical 
and hospital costs. It is true that there are millions of 
people living in communities which are deficient in person- 
nel and facilities essential for the furnishing of modern 
services and these deficiencies should be corrected. Dis- 
abling illness hangs as an ever present threat over the wage 





earner. He cannot budget against this risk. The uneven- 
ness and uncertainty of the crushing costs of sickness pre- 
sent a more crucial issue than the mere amount. 


Medicine today is at the crossroads; confronted with the 
imminent danger of surrendering to governmental control 
or of devising plans for an adequate distribution of medical 
care. Without dispute the health of our people is the great- 
est and most valued asset of the nation, yet industry, labor 
and capital blind themselves to the tragedies of disabling 
illness losses and imperfect health. Loss in wages to work- 
ers and loss in profits to industrialists move swiftly into 
the billions and still they cornmand the doctor to give more 
of his energies without just reward for there are no bounds 
to his charities and beneficence. Every year seventy mil- 
lion sick people lose over one billion days from work or 
customary activities at an annual cost of about thirty bil- 
lions of dollars. Does not labor, industry and capital ac- 
knowledge to the destructive burdens of taxation, diminu- 
tion of personal liberties and confiscation of capital with the 
advent of compulsory health insurance? 


We stand firm and steadfast to the proposition that the 
private practice of medicine be maintained. The con- 
sequences of Federal control and regimentation will be 
that the private life, accident and health insurance com- 
panies will be marched next to the government guillotine 
in the guise of political and bureaucratic expediency. The 
collapse of one insures the destruction of the other. Every 
effort, every endeavor should be explored and exerted toward 
the evolvement and operation of a national voluntary medi- 
cal plan to satisfy the demands of our people and to erase 
the inequalities of the present system; for autocracy and 
centralization will forever crush our personal initiative and 
liberties. 

How are we to achieve this gigantic task? 


We must appeal to the leaders of industry, of business, 
of labor, of medicine and of civil and religious groups. 
They must act with sincerity, conviction and speed. The 
time is short and the cause is grave; we can and will solve 
it in the classical American fashion with inspired American 
ingenuity. 

Here is the proposal. 

The life insurance companies of America have over 
seventy five million policy holders and over one hundred 
eighty five million five hundred thousand policies in force. 
The total wealth of these companies is forty two billion 
seven hundred million dollars and earned last year in pre- 
mium income, six billion six hundred fifty millions of dol- 
lars. They are vitally concerned with the health and wel- 
fare of the American people. They are organized on a 
national scale with offices and representatives in every 
community, village and town throughout the land. Their 
contact with our fellow men is the closest of all ties of 
any business. The confidence they hold is the richest of 
any enterprise. 

They are the most powerful financial force in America 
today and they should support a National Institute of 
Health Insurance. As a result the life insurance companies 
can achieve the bountiful distinction of becoming the arsenal 
of health of our democracy. Appropriate one million dol- 
lars for the formation of the National Institute of Health 
Insurance—call it the The American Plan—under the joint 
guidance of the American Medical Association, the Ameri- 
can Hospital Association, the American Dental Association 
and the life insurance companies. The resources in finance, 
skill, leadership, facilities and enterprise will be unmatched 
in American history. Organize, sponsor and establish local 
health clubs in every community throughout the length and 
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breadth of our great and courageous country. Every Ameri- 
can a member of his local Health Club. 

Provide for a universal medical insurance policy, issued 
by the life insurance companies and made available to all 
wage earners and dependents alike. The policy should be 
all inclusive; medical care at home, at the offices of physi- 
cians and at the hospitals; hospital and ambulance services, 
x-rays, laboratory, electrocardiagraphic and other diagnostic 
facilities. The institute will provide for extensive health 
education lectures—roving doctors with films and other in- 
teresting and fascinating material—how desperately the peo- 
ple need this vital service. Preventive medicine programs 
will spot diseases and periodic health examinations will re- 
duce unnecessary medical and hospital care and will give 
to Americans a new birth on life. Pre-natal and post-partum 
care for all mothers will insure the blessings of normal 
life. 

Set aside from reserve funds research studies in the fields 
of cancer, coronary, infantile paralysis, tuberculosis and 
other vicious virus contaminations. Hospitals can be built 
in areas where facilities are lacking and medical clinics 
established in rural communities with the most modern of 
x-ray and laboratory equipment. A healthier America adds 
up to a lower incidence of disease and death; a lower 
medical cost per American and a longer natural life. 

This policy can be issued as a rider to the life insurance 
policies in force and for those without insurance an inde- 
pendent policy. A policy of insurance recognized and hon- 
ored in every hamlet in the forty eight states. There will 
be obstacles, of course, but none greater than governmental 
ownership and control. Our state legislatures stand ready 
to enact the enabling legislation. The details of operation 
can be overcome with typical American speed. Medical 
care, being a specialized and individualized economic com- 
modity, should not be subjected to the pressures and dis- 
tortions of competition. Geographical differentials in fees 
and charges can be negotiated with local medical, dental 
and hospital organizations. Medical insurance will pro- 
duce the strangest revitalization in the field of insurance 
since the life insurance policy became our most cherished 
form of household necessity. 

The estimated premium income will be greater than the 
combined premium income of all the United States legal 
reserve life insurance companies. Prepare in the typical 
American way for the sickness of the living as we have 
done for the financial ills of the dependents of the dead. 

The life insurance companies of America, aside from 
being the force necessary to halt the avalanche of agitation 
for state and socialized medicine, will have a twofold ob- 
jective in the success of the National Institute of Health 
Insurance. They will open the avenue to millions of Ameri- 
cans to receive adequate medical care long denied them 
and competent medical care, health education and preventive 
medicine will reduce the mortality of the country, strengthen 
the population and secure the financial structure of the 
companies by destroying the germs of inflation and post war 
deflation. 

One hundred eighty seven thousand doctors, seventy five 
thousand dentists, thousands of hospitals and all America 
await the call; charge the stimulus, unite the forces of 
medicine and industry and give unto America the blessings 
of our unmatched skill and facilities. 

The opportunities are as great, as vast and as limitless 
as America itself. 

We have the facilities, we have the skill, we have the 
means; what we need now, more than ever before, is lead- 
ership. 
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